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ROLE OF IRREGULAR AIRLINES IN UNITED STATES 
AIR TRANSPORTATION INDUSTRY 


MONDAY, APRIL 28, 195 


UNtrep STATES SEN 
SUBCOMMITTEE ON TRREGULAR AIRLINES OF THI 


SELECT COMMITTEB ON SMALL BUSINES 


Phe committee met, pursuant to call, at 10:12 a. m., in ro 
rebate Othe Build no, thie Llonot ible Joly Sparkman (Cchalrn 
the subcommittee) presiding. 


Present > Senators Sparkni: NH presid neo), Hunt.and 1) tT. 


Senator SPARKMAN,. Let the subcommittee come to order, please 
wn sorry that other members of the subcommittee are ne 
to he hie re at the bee mning Ol the hen hos, some orhers W 1] be 

inn thre ‘Oourse of the morning sess : Others have ot 
meetings that conthet with thi 
The purpose of the hearimes Is t tudy the impact t I ( 


\eronautics Board order, amendment No. 1, part ZOL of the he 
Reoulation . adopted In March of 1951. amended March 6, 1951 


then extended thirty day to ascertain the Iipuet of that or ( 
small business; small business operators of nonscheduled a 

Ih ~ orde) would limit the so-called Wreg bey) Carriel 
s heduled airimes to thre Hhoht tl month DelLWweel) ¢ olt rere Tl | 
port ind e1ent f]| ohts a month between other cities. 

Phe irregular carriers are noncertified airlines oper 

if registration from the Civil Aeronautics Board 

We have hada statl studv made of the situation and it upper { 
that study thirst most of thes noncert fied ain| ‘ Hre owned 
ated Dy veterans, They were formed follow ne the end of W 
Wa I] when surplus aireraft \\ is olfered vetet ins by the Gover 
They Opel ited under the same CAA safety reoulatiol sas dot o 


lar ririmes, Thev offer a cut-rate coach service. 


some time ago upon representation ben Oo made to me as cha 


of the Senate Small Business Committee that the etfeet of this orde 


would be virtually to foree out ot business Wwahyy of these smal] ils 
nesses, I wrote a letter to Chairman Rentzel, of the Civil Aerona 
Board. asking that the execution ot the order be held Ww) WW) 


had an opportunity to study the situation. That order was he 

or was extended, for 30 days, to give our committee an opport 
to check into this matter, not as thoroughly as we should like 
but certainly sufficiently to ascertain whether or not it sl a 
for further action to he taken. 


| Wilt to state the purposes ot our hearines Wm order to cl 


some of the things that apparel tly have been misunderstood 








The scope of our jurisdi Ti = | mited., The purpose of the e hear 
ler what authority these lines, these irregular 
carriers, began operation. We want to find out whether or not the 
operation of the irregular carriers would contribute to or damage 
the economic strength of the air transportation industry. In the event 
it appears that it would strengthen the air transportation industry, 
then we would hope to find out whether or not the C vil \eronauties 


oard has the power under the Civil Aeronautics Act of 1938 to permit 


CSE eo ! irre Ope ite 
I } ) it it } 1 1 () hey LO 
em to oF} te, the \ \ t to determ What nges the 
iv hb 
| , m clear hat t] not nv ratio of the Civil 
\erona Board and its operations. It not an over-all investiga 
flon as so Oo} le seem to have understood. 
“ ‘ 1 } } ounced t] it we were golng tf » look i this, | have 
d several pe le make ugvestions as TO W it oueht to be covered, 
I ive explained to each one. and LT want to make the record clear now 
t { O vestigating committee. Certainly we 
no Jurisdiction for any over-all nu vestigation. There are other 
mittees of “i ite rv" 1 VU) { 0} 
Qur jurisdiction in the present case comes only from the impact 
e seriousness of this order to small-business operators in the air- 


I do not sa it for the rpose of curbing anvone who may have 


formatio hich does have a bearing upon the small-business end 
of the operation. I do not want anyone to have the misunderstanding 
1 it our purpose ton lx an over-all invest Malion, ¢ r to determine 

ether or not such an investigation is desirable. That is not within 
thie ope oT t committee and of thes present henay he 

With that preliminary stateme1 t. I want to start t hear) os by 
calling first on Capt. Irving E. Hermann of the Great Lakes Airlines. 

Captain Hermann, do you have a prepared statement / 

Mr. Hermann. Yes, I do. 

Senator SPARKMAN. Proceed in vour own wavy. 


[ENT OF IRVING E. HERMANN, PRESIDENT, GREAT LAKES 
LINES, INC., ACCOMPANIED BY RICHARD H. KEATINGE, LOS 
ANGEEES, CALIF. 


Mr. Hermann. Chairman Sparkman and members of the commit- 
tee. my name is Irving E. Hermann, and I am president of the Great 
Lakes Airlines, Ine.. a corporation holding a letter of registration 
from the United States Civil Aeronautics Board as a large, irregular 


My purpose ] appearing hefore you today IS to protest on behalf 
of the Great Lakes Airlines and other large irregular air carriers the 


mposition by the Civil Aeronautics Board of certain highly restrictive 
’ oulat ons which vould. 1 oul opinion, have the eff t of removing 
(reat Lakes Airlines and similar earriers from the air transportation 

I can appreciate that perhaps we who have been in the aviation 
} s1mess Tormanv vearst (| to take too \ I f r oral ted 1! the place 
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of an air carrier or air coach operator in the air transport field. With 
this fact in mind, and before discussing in detail our objections to the 
Board’s proposed regulation, I would like to sketch for you briefly the 
growth of Great Lakes Airlines, Ine. 

I am doing this because I feel that by tracing the growth of this 
company since World War ‘i. the hature and basis ot our object Ons 
to the new Board regulations can be more easily understood. 

[ might add that the growth and development of our company ot 
particularly different from the pattern of growth of many other air 
coach companies. I have chosen to discuss Great Lakes since, natu 
rally, Iam most familiar with the development of my own company. 

Prior to April 1946, and going back to 1942, I was employed 


captain pilot with Pan American Airways on its Alaskan, South 
Atlantic, and South American routes. 
rom 1929 until 1942, I had operated a numbet of flying schools nd 


airports at various localities in the eastern United States 
Karly 1) 1946, while flying for Pan American Airways, | al oO 


VW th others. conceived the possibility of developin 


rh new tvpe, 
cost air transportation of a type not being furnished Dy the reg lar 
scheduled airlines of the United States. 

The tvpe of service we had in mind was a sort of rai] coach or 
of the air that would bring the advat tage of air travel to the average 
person who at that time simply regarded airplanes as vehicles of luxury 
transportation for the rich. 

What we wanted to do, in other words, wis TO olve people 1 ce} ance 
to fly at low fares, but without the frills offered by the regular airlines 
We will eliminate the plush carpets, easy chairs and fancy meals, 

With this basic idea in mind, I resigned my position as pilot with 
Pan American Airways early in 1946.) In April 1946 I purchased a 
surplus DC-3 aircraft from the War Assets Administration of the 
United States Government. This is the same tvpe of two-e) oie 
plane that was the stand by of the scheduled airlines prio to Wor 
War II, and which is still in extensive use even today by many of 


these companies. 


I 


l 


\fter taking delivery of this DC-3 airplane at Bush Field, Augusta, 
Gaa., we then took the plane to Rochester, N. Y., where we modified 
this airplane In our own maintenance shop into a Y4-passenver a 7 

i i 


subsequently into a 28-passenger coach carrier. 

At this time. my wite and my self, together with one other former 
Pan American pilot, formed Great Lakes Airlines, Inc., to engage 
in the air transport coach business. 

The initial assets of this corporat lon consisted ot the airplay e wi 


when modified, represented an investment of approximately $30,000 
1 


ind cash and other assets of approximately a1 


S+40.000, 


UUUU. or a tot ot 


During the second half of 1946. and during the entire vear of 10-47. 
Great Lakes operated its own DC-3 aircraft in air-coach flights be 
tween Butfalo, Rochester and New York: between New York and 
Miami. and between New York and San Juan. Puerto Rico. 

Operations of Great Lakes Airlines during the early period wer 
not par ularly profitable, Out Wwe were able to eal a creat (i¢ [ 


valuable experience in the air-coach business which made it possible 
fo) us to levy more substantial plans for the future. 








One of the principal things we learned during this pe iod was that 
in order to operate a successful air-coach business on an irregular 
ba t would be nece iryv Tol tO O tad and operate a large! air 
Diane. -& 1a larvel Lin} lane would make tt possible for us to serve 
lat ! un i yy ple { ( Ost bsasts 

hu 47. t | | ( | Pull bed | COTTE { \ th one other 

il. a 4 KO nireratt wl cle we felt could he « mverted nto a 
} che sity con transport, carrving about DD people at one time. 
Phe ( 16 aireraft was known during the war as a Curtiss Commando 
and was used extensively as a troop and cargo carrier by the armed 

) eS , 

) eotl I i l tat ! ve were | bie te onvert this 4 tf 

rat i } ‘ travis} rt nt mar end of 1948 

uring miner of 1948, however, Great Lakes had been able te 
ay ence t transcontinent carriage of passengers by air coacl 

fore of SOO Koy t | S ¢ f tilizeda D¢ > reratt Lidl aise 

id 1 rad leased Trom t! Ie} y oO | OP] Line, o1 oF the ney 
po ra rel? hipaa ( 

I rerad \ t the end of +5, ( i vin itt 

| ive ready spol 

( rye tie i dyren i re \ ‘ il ne the « lendar vear oft 1949 

( } ( ful | imber of passengers carried 
ic} ( ry | Cai I t vear, Including a ree number 
of s { ndicated the ever-widening demand 
of the Ame YI fo ir-coach transportation We 
| ( 1d Heel pre ( ust hed ind W¢ therefore de 

l ( e eve ver aire iit to operate t! service at an 

} ereTore i oh | ( wauired tro) the | tang 
States Ay DC—4 raft of the t¢ tvpe vy Nnverter 
hope it 4 ort ePXCeSS Of S50.000, 

Wi tO f Oo ( 1 1 SU-] eH" ! i« 
1! ) { il \\ }) I) r operating el ot ea 

‘ ‘ th but one sto} the Midwest and made tt 

I 3 4 ( | P ( cyt iis creased ] ed] ind 
‘ l ’ Ee ¢ at) yen) tf 19 (sre | vice 1} i , 00 
reve 1] pas rs. Aa tot lot 19 147.18] passengel l ()peration 
\ ( 1 )< } reratt Pron oO success] l. owever, ti i we 
t (rie | 53 i! { | t| | ise of } the 

) Ol yi thie { the Civil Aeronaut Board 
regarding NPA operatlo Thus, the sizable transportation 
vol me a eved Py Grent Li ( ( a L950 Va ! 1ie pos byl by 

r but one Dt fan Tt, a LlE VE ent of wht inv sched tled 
oO 1) j 

Thus, in a period of five short years, Great Lakes, along with a 
numb the othe Li riers yn occupy a minor, but 
everthel onifieant pla t he transportation field. During 

) i OT thre -enlied Pore regular an mriel Oo} hich Great 
Laake Ole i ed 447.110 revel passengers a total of (OLOGS 93 
reve t pa encvel ] it 

| e figures represent gains of 94.6 percent and 66.8 percent over 

97 engers L tet 14.086 1 enger-mile flown by the 
y report o 19) 
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Comparing the operations of the nonscheduled coach operators with 
the operations of the regular-schedule airlines, it appears that during 
1950 the number of revenue passenger-miles flown by the nonscheduled 
airlines equaled only approximately It) percent of the number of re 
enue passenger-miles flown by the scheduled airlines. Thus, it would 
appear that Great Lakes Airlines, with approximately 42 millior 
passenger-miles flown in 1950. flew approximately one-half of 1 pei 
cent of the revenue passenger-miles flown by all United States an 
earriers, scheduled and nonscheduled alike. 


1 P } ] 1 1 
Phieat the operations of the not scheduled con penn. ! re no lone 


MSI id ins, i likewise pointed Out by A) ec to. il. \p | 1G. Worl. 
Aviation Week, the aviation trade publication Asthe Aviation Week 


editol aul por tS out 


There re TOO.OOO.0000 revenue passenge ! ‘ col ed vg 
a ‘ ding 1) te e& SZLOOG OOO worth of b ( 


13 fore ] . Y TO a CISCUSSIO] Oot 1 ( etle torprty Boat is pro} “ 
new reg latiol | vou} | é eo Mitte nal : oO 
» bit Turther fro eC PLrovIslo rt his Av O Week « s 
sil e Tie edit l ! | - mticle hye} ) | if ‘ é | oO} 
othe) well-know1 buenboos Oite yep pe Vv ti scheduled 
namely that the CAB’s li ‘ reasti 0 
sched (ET Servi COU boost the ¢ } wc byyve LOD] r) ep ory 
enue by SIO million or mo) F the « roe that ( 
safety record is ba 


I 4X M9 there we \ 
t ( | ‘ } ‘ 1 
( ‘ ! eS chieved ‘ } ‘ eS , ) 
' 1 ‘ | @ ‘ l } ¢ 1 ~ 
les le estic ( | ale ; 
$f} pASSe! deaths Thre } a] ( ( } 
id ¢ rcident ( ilt o | hie I weds 
t] ie crash W contract fl 
I trust that the committee will exci { ending « 
( OT Vy gquotatiol I a ( { { best to f } 
fatements of a recoonized ni thority t! | ) T1é 
I me of the more mui d-ton ch cube teniperat 
\ 1p? oe med recent rye 1 } ( it of om >] ( ( 
Ul on magazines 
| { | 
rnine now to zn ) qeration oF the res } 








6 ROLE OF IRREGULAR AIRLINES 


traced for your committee the development of regulations govern- 
ing the nonscheduled air carrier industry since the passage of the 
Civil Aeronautics Act of 1938 

B »\ the Civil Aeronautics Act ot 1955, the Coneress established a 
po li *\ of limited competition mn air bye agyreesnen and provided that 
no air earrier should engage in any air transportation without a 
certificate issued by the Board after a full public hearing in. which 
the applicant proved that the service eens was required by the 
public convenience and necessity, and that he was fit, willing, and able 
to perform it. 

By section 416 (b) of the act. however. the Board Was empowered 
to exempt an air carrier, or class of air carriers, from this require 
ment Ay iong others. if it finds that the enforcement of such re 

he an undue burden on the air carrier or 
class of air carriers cerned by reason of the limited extent of, Oo! 
WI al circumstances affecting, the operations of such air carrier and 


that the enforcement of such requirement is not in the publie in 


In 1938, acting pursuant to the authority contained in section 416 
(b) of the Civil Aeronauties Act, the Civil Aeronautics Board issued 
its so-called ekemption order, exempting irregular air carriers from 
the certificate provisions of the act, and allowing ites to operate 
without detailed economic regulation. 

No change was made in the general exemption order until 1947. 
Thus, at the time Great Lakes Airlines and many of the other 
air coach carriers entered the an transportation field, atter World 
\W ir rT. the re were no detailed reoulat ions or restrictions whatso- 
ever governing the operations of irregular coach carriers. 

It might also be noted that it was during tltis earlier period t hat 
most of the coach carriers entered the f fie ld for the > first time, en 
couraged by the availability otf low-cost aireraft from the Govern 
ment War \ssets Administration. 

In May of 1947 the Board took its first steps toward controlling 
more closely the operations ot the honsc heds. By an ordey issued 
that month the Board continued general exemptions in force since 
1938, but made the carriers subject to more of the regulatory pro- 
visions of title IV 8 the act. However. the eveneral exemption eX 
tended to large irregular ” carriers such as Great Lakes was not 
terminated by the Board until April 13, 1949. 

lthough Pa ‘Maakes authority to these carriers as a class was 
terminated on that date, the Board’s orders endin oO the exemption 
contemplated th; il the hit yorit: v of ¢ ‘arrie rs conprising the class woul | 
file application for individual exe mptions, in order to provide interim 
operating authority to conduct services during the period such appli- 
cations were being considered. 

The Board's reg ilations. as amel ded. if that time provided for the 
continuation of t he » early author T\ under section 2~Q] in those cases 
where applications for individual exemption had been filed prior to 
June 20, 1949, until such time as the Board acted on the application 
concerned. 

On May 25, 1950, the Board issued an opinion setting forth the 
gece to be followed by the Board in disposing of the applications 
of t large irregular air carriers for individual exemption which 
had he retofore been filed. 
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On the same date, the Board issued several other orders dis} OsIne 
of certain carriers’ applications. 

The orders issued on that date included specific conditions and 
restrictions which were not present in the earlier exemption authori 
and since that date similar conditions and restrictions have beet 
inserted in the individual exemptions granted to other carrier 

The Board has announced that similar conditions wi 
in all further ind vidual exemptions which Mav be gral ted i any 
of the remaining large irregular air carriers whose applicati have 
not vet been processed, 

‘| he Board also cll nounced for the first time on May ik. 19D0, 1 iT 
no exemptions would be oranted to carriers that had previously 
rendered a route type service, evel though such a route t\ } er) 
might have been legal under previous interpretations and restrictto1 
of the older Board regulations. 

The Board now proposes by a regulation becoming effective Ma 
6, 1951, to make immediately effective us to those large irregu 
air carriers whose cases have hot been processed, the same speci 
condit Ons and restrictions that have been pl aced in the exXxel ipl Ons 
already oranted. 

What are these restric tions th: itl are to govern future Opt ratio} SO 
all iecmiiic ines air carriers ¢ 

The most important restrictions of the new regulations would pro 
vide that on and after May 6, 1951— 

No large irregular air carrier shall engage in flights for compensation or } 
whether such flights are regarded by the carrier as common carriage 
common carriage 

(1) in excess of a total of three flights in the same direction 4d ng 
period of four successive calendar weeks between the following point 

) New York and Miami 
(ii) New York and Los Angeles 
(iii) New York and San Francisco 
(iv) New York and Chicago 
(v) New York and Chicago 
(vi) Los Angeles and San Francisco 

(Chicago and Los Angeles 

Chicago and San Francisco 
x) Chicago and Seattle 

Chicago and Washington 

Chicago and Miami 

In excess of a total of eight flights in the same direction during any pet 
four successive calendar weeks between any two points other than those sp 
in subsection (ij) above 


This will tend to drive any large irregular air carrier of any size out 
of business. It isa statement which I doubt seriously will be contested 
by the Board. 

I think it would be obvious to the members of this committee t 
economic operations of a continuing basis cannot be conducted bet weet 
the larger centers of population by irregular air carriers whet 
operations are restricted to three round trips per month. 

\dequate maintenance, service, and ticketing facilities, as wel 
pilot qualification, can certainly not be attained with ade v din 
scope ot operation. 

As a natural consequence of such restricted operations, the larg 
ee ee ‘arrier, as we know it today, must go out of business 
disappea ‘from the Americ an economic scene. That this is th Board’ 
policy aun) ‘d that this is the result that is intended | \ the Board’ 
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posed regulation and its previous action in passing upon applications 
for individual exemption Ww der the eriteria laid down 1n its May 2d. 
1950, opmion. 

It is further attested by the result of determinations in passing 
upon such applications for individual exemptio1 

\s of May 25, 1950, there were approximately 100 large irregular 
ir carriers in the United States which had filed applications for 
ndividual exemption pursuant to the Board’s regulations. To date 
PpProx mately 60 of these appl eations have been dismissed or denied 
Less | un: } ive beeh granted. None of the 20 applications which 


ive been granted are those of carriers of any economie size. 


\}] Ot thre ! 1 are, WITHOUT exception, So called fixed base or 
charter operators. No applicatio whatsoever has been vranted for 
nv air-coach operator or irregular carrier which has conducted an 
operation between any two points or even an irregular basis. 
LIthough t Board, in its many pronouncements, has never had the 
onesty to say so, it has now become pel fect ly clear to even the most 
llve o1 that the Board s determined to drive the ndependent 
! ( itor completely « of field fou ich he had the viston 
| ) On) 
| r Wom t. ventlenn . diva hittine ending for an industry 
eived and developed in the American free-enterprise tradition, 
To these statements I know violent exception will be taken by some 
of members of the Board. vet ] ely beli that the facts and 
I I> ( ( } ( e ii\ } | } pro 
ran 1 ‘ t 13 ] ell ! } () j ) ry} I t 
eo el ail ition field 
C Dive ( Le t ( iy ( Vo a 1 t¢ el) 
a f ol uf Cong hh pas e 
( \ ( \ j Ol end re lay I irriel su l 
| \ ( - | } hh ed TO operat evel. O i 
) 0 \ ( { cemptt On 
Of \\ \ ) cr y'e Pal Nal rie 
t eo 1” 1) ! Lero 
\ { 
t ( ) (sé \ ‘ ‘ ( ) ‘ 
\ _ ) tia crt t l |} ) { 
Wi ( } ) Bone O t the 
! i ! era “ mity 
ipply fe ft pub eniel unc 
rive | 
{ V 10! t | te OF } i I 
! {) { i I \ t ee oti Wriel ! Mianwes’ 
( ( Ci proceed the 1 ition of 1 un 
\\ t cud the « \ H { { { spire of Crreat 
| \ ( ‘ p| enn repress t 
I Cau ! isl} | ! ( { \) C] t ulrtra MOTLALION Vstem 
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body that las so consistently opposed the entry of a new carrier i 
this field. / 

We do not think, however, that the problems facing the Board 

ana the mndustry are insoluble. We feel au CONSTVU tive Solutio; Cah 

and should be worked out which we uld be both economically feasibl 


for the carriers, and clearly within applicable authority granted to 
the Board under the Civil Aeronautics Act. Specifically, we suggest 


the following: 

1. That operations of large irregular air carriers between any two 
points whatsoever be limited to three round ti ps per wer k ancl that 
the arbitrary distinction bet ween certain pairs OF points m the present 


regulation restricting such trips to three trips a mol th be eliminated: 


wid 
, } a | ae 
2. That no application or exemption filed by any rregulal i 
I I 
( ; ] } . 
carrier Oh Ol before di he Bo, 1949, be de} ect ULLLeSs pl Ol 


action OL Stu I) up ication a carrier ap icant shall have been found 
PI 


eulltv of knowing and willful violation of the Civil Aeronautics 
Let. and an order for revocation of its Jetter of registration shall 
have bee issued, Ol unless such carriel applicant shal] have ceased 


Operation fora period exceeding ] Vear pl ortothe date Its exenipt ] 


shall be finally passed upon, 
We submit that the adoptior of such a pol cy by the Board and 
its approval Ly this committee will vo far toward restori YY ecOhon 


1 


stability and soundness to a part of the American air transportatiot 


dustry. whieh we feel has a definite place n the he hv ero 
of our air-transport industry. Thank you. 

Senator SparKMAN. Thank vou, sir. 

Senator Duff, do Vou have sole Questlo sat this tline t ) 


to Captan Hermann ¢ 
senatol 1) FF. No, Mir. ¢ hire. 


Senator SPARKMAN. Captain, there are several question wi 
Calne TO my minal. I thought perhaps it would be better fo) sto he 
all ot this mornine’s Withesse and then Ve MAV Want te Ve ‘ 


que tions of all. 
The next witness is Mr. Robinson, of the Peninsular Airlines. Mina 
[ understand you are accompanied by Mr. Soren, a copilot. and M 
Margaret Evans, a stewardess. Will all three of you come arou 


You preary proceed. Mr. Robinson. 


I 


STATEMENT OF H. B. ROBINSON, PENINSULAR AIRLINES, MIAMI, 
FLA., ACCOMPANIED BY J. A. SOREN, COPILOT, AND MARGARET 
EVANS, STEWARDESS 


Mr. Ropinson, Gentlemen, 1 do not have a prepared statement. 

Senator SPARKMAN. I will say this to all of the witnesses: Any of 
you who have prepared statements, if you would prefer to have the 
statements printed in full and just present the case orally, that 1s pr 
fectly all right. We will leave it entirely up Lo vou, whatevel you 
Want to do. 

Mr. Ropinson, I do not have a prepared statement, but | Ve 
notes that will carry me along. I think TI can get the points ove 


Senator SPARKMAN, Go right ahead. 
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Mr. Rozrnson. My name is H. B. Robinson. I am a partner of 
Peninsular Air Transport of Miami, Fla. 

[ am also an officer of the Air Transport Association which my 
brother and I organized. I am most appreciative of the opportunity 
to present to this committee the problems confronting my company and 
others like us. 

Peninsular Air Transport began operations in November 1945. We 
had two DC-3’s which we purchased on the installment plan under 
veterans’ priorities from the RFC. 

So that you gentlemen may know the financing of these airplanes, I 
would like to state that we invested the total of $4.200 as down pay- 
ment on these aircraft. This money represented a savings to myself, 
W. R. Robinson, and my cousin, who are the partners 

At many times we had financial difficulties in attempting to establish 
vhat we have today. At one time the three of us walked about 4 miles 
down into an orange grove and sat on a stump and propositioned a 
farmer to loan us some money. We got it. We converted our aircraft 
and subsequently made many flights with it. 

In t he fall of 1945 my b rother saw a Government cir ular offering 
surplus aircraft. Upon discharge from the Air Corps, we investigated 
the possi! le profitable operation of large aircraft. We bought the air- 
planes, flew them to Miami and undertook to license these aircraft. 

Let me tell you some of the difficulties we went through during this 
phase of our operation. To begin with, CAA inspectors in Miami had 
ni 


0 instruction as to how the war-surplus aircraft should be licensed. 

\ft el any Col ferences they fin 10 accepted the licensing procedures 
which were devised by mechanies at that time. Once the airplanes 
rec ‘AA approval for safety factors to begin operating a coach 
service aa tween Miami and New York we began servicing those who 
could not obtan passage on schedu led ; uirlines. 

February 8, 1946, my brother and I piloted the first plane in air 
CoO r service between \I vn! ind New Yo. . Out Operatlol CON 
tinued unmolested unt | the sunimer of 1947, at which time we re 
elved notificat n trom the ¢ (Bt at thereafter we had to register 
our operations with the Board. This requirement was miposed upon 
us wit! notice and, so far as L know, no other carriers like ours 
Were ( i] ec 

All during this time we had operated a coach service for fare-pay 
Ing passengers and the only requirement was that the aircraft and 


pilot be licensed. 
~ Early in 1947 we began experiencing considerable opposition from 
the scheduled airlines. ine in idents ere ant lovin a and hadhape rec 
our operation to a great extent. ] COU ld S here all morning and 
relate to you things like Pan American nace in@ their airplanes in 
front of ours to prevent us from taxving out fora ae off. We would 
sit there on the ramp for several hours attempting to get them to 
move the aircraft. 

The Mi Lm) Air : Te rminal refused Ws space for passengers saying 
thev were ob ligated to the scheduled airlines who supported them. 

rhe control tower at LaGuardia Field refused to acknowledge our 
ealls for landing instructions. The major lines at that time main 
tained a flight captain in the LaGuardia tower to supervise landing 
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Senator Sparkman. Wait. I want to get that. The tower at 
LaGuardia Field ? 

Mr. Roprnson. Yes, sir: the radio tower. 

Senator SparKMAN. Refused to— 

Mr. Roprnson. Acknowledge our radio calls. 

Senator SPARKMAN. Going in or taking off, or what ¢ 

Mir. Ropinson. Going in, sir. 

Senator SPARKMAN. Preparing to land ¢ 


Mr. Ropninson. Yes, sir. We would approach the field and ¢ 
Senator SPARKMAN. Now, when was that 
Mr. Ropirnson. That was in early 1947. 
Senator SparKMAN. Was that radio tower operated by the Fed 
eral Government, or by the airport ¢ 

Mr. Ropinson. It was in early 1946. It was at that time operated 
by the port authority, I beheve. 

Senator SparKMAN. Of New York? 

Mir. Roprnson. Yes, sir. 

Senator SparKMAN. And not by the Department of Commerc 

Mer. ROBINSON, No. sir. They had icaptain there to supervise Ll] | 
they alternated bet wee} the companies, 


Senator SPARKMAN. Who had a captain ? 


Mr. Ropirnson. The port authority oranted the scheduled airlines 
pernails sion to havea captain im the tower to supervise landing nstrue 
tions 

Senator SPARKMAN. I think it is very important that we get tl ut 
t] point. Some phase of the operation of the towers in the various 
urpo! ried ¢ neal paid fe y Kederal Gove 
that not true? 

Mr. Ropinson. Yes, sir. 

Senator SPARKMAN. Now, ¥ hat part is that ? 

Mr. ROBINSON hey maintain all the towers now, I believe. { 
t that time I am ( sure whether they had al ute « | of 

wer or not 

Senator SPARKMAN. Well, we certainly want to find that out. We 
will wait for some of the Civil \eronautics \dministratior peo le ta 


come before us and we will ask them. I know there have been ti 
when appropriations have heen reduced, the idea being to turn the 
operatiol of those towers back to the airports. 

I am of the in pression that we have continued to fina 
operation, 

In these privately operated airports, did you pay’ They said they 
would hot ove you accommodations for vour passengers because they 
were supported by the airlines? 

Mr. Roprnson. That was a statement that one of the port authority 
officials in Dade County told me. 

Senator SparkMAN. Did you pay anything ? 

Mr. Roprnson. We pav a landing fee and 50 cents apiece for ea 
passenger that you discharge and take on. This was prior to out 
operation where we were attempting to secure space to handle pa 
sengers within the terminal: a counter. 

Senator SpaRKMAN. That is in the building itself ? 

Mr. Rorrnson. Yes, sir. 








|? 
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Senator SparkmMan. How about La Guardia, did you pay for land- 
Ing there too ? 

Mr. Roprnson. Yes, sir. 

Senator SPARKMAN. What do vou pay 4 

\ a Re BINSON, | um not sure, but | believe at that time lt was SLD 
for landing a DC. 

Senator SPARKMAN. That is a regular fee / 

Mr. Ropinson. Yes. 

Senator SpaARKMAN. Were there any other charges in connection 
with the use of the airport f 

Mr. Roi INSON, No. sir. \t that time | think the landing fee was 
the only charge. 

Senator SparKMAN, Do you know the extent to which the airport 
in Miami and the a rport at La Guardia vot help from the Federal 
Government in building the airport and the facilities / 

Mr. Roptxson. Only recently, sir. What I have read in the 
papel I do know that the inception of the port authority in Miami, 
which is the Port Authority of Dade County, I believe they took the 
airport over ona bond set up: they issued bond and later received 
(rovernment support to develop the airport. 

Senator SPARKMAN. Which one was that / 

Mr. Rorinson. Dade County: Miami. 

Senator SPARKMAN, You do not know about La Guardia / 

Mr. ROBINSON. No, SID. 

Senator SparkKMAN. Was that SIS fee a uniform fee? Do all 
companies pay the same ¢ 

Mr. Roprnson. No, si If vou have a chars unt with them. 
{ iets »] sent | eC more ind nes you Take Chie cheaper they 
he e 

Senator SPARKMAN. So S18 would be just about the top. then / 

Mir. Roprnson. Yes, sir. At that time we did not have anv eredit. 

=~ itor SPARK MAN, \ reoulay ieduled line king frequent stops 

| Dav less 

Mr. Roprnson. Yes, sir. 

Senator SPARKMAN. Isthe same arrangement true in Miami / 

Mr. Ropinson. Yes, sir. 

‘nator SPARKMAN. Is it true generally at airports / 

Mir. Roprnson. That is true except that Mian smuch higher than 
jority of airports 

Senator SPARKMAN. But vo e pretty the same svstem 4 

Mr. Ropinson. Yes. sir. 

senator SPARKMAN, Alla rl) vo ahead. 

Mr. Roninson. The point | trving to brine out about the tower 

is that Immediately upon Wine and eiving your alr raft number 
you preceded t with “N¢ which is the designation of the aircraft, 
and they knew we were not a scheduled operator. 

When you would be calling continually on your radio trying to con 
ti them. othe SHIps 1h the l would say | abhi receiving vou. but 
till tl tower would not answer us. Many times, after L became 
desperate, T would call in and say, This is Army so-and-so.” giving a 
serial umber and the, would immediately answer me right back. l 
would eet ny landing instructions and when I vot on the ground | 
would cal tell them it was NC so-and-so, rather than Army. I 

erely to get mv land Permiissiol 
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Invariably when LT used the Army number, or Navy, they would 
come back and aliswer me. | presumed they had been recel\ Lig thie all 
the time. 

This practice went on for some time in New York. We complained 
bitterly to the port authorities and they YOoL on the tower Operators 
and we had a conference there with the director of the port author ity 
at the time and he assured us It would be st raightened Out. After that 
we had very little trouble there. 

Senator SPARKMAN. Did you ever complain to the Civil Aeronautics 
\dministration / 

Mr. Ropinson. No, sir: I did not. 

Senator SPARKMAN. It seems to me there would be a factor of safety 


there. 
Mr. Ropinson. There was: quite a factor. 
Senator SPARKMAN. it would appear it should have been taken up 


with the Civil Aeronauties Administration. 

Mr. ROBINSON, It should have. 

Senator SPARKMAN. Go ahead. 

Mr. Ropinson. Lam getting away from my story somewhat. How 
ever, If you gentlemen have any other questions concerning these 
cidents, T will be happy to answer them at any time. 

Senator SPARKMAN. Go meht ahead. senator Dutt and Senator 


Hunt May see something they want to ask about. Go ahead. 

Mr. Rosinson. As I previously stated in the summer of 1947 we 
recerved a letter from the CAB advising us that the Board was col 
lecting information on the operations of companies such as ours. We 
furnished the requested information. Within a short time iiter this 
we received a lettel from the Board ndvVising throat COM MPAnLes - i 
ours would be required to register their operations with the Board 
CAB assured us those engaged in business under a specie date wou 
he el eible under the orandtather clause of the Civil Aeronautics Act 
lor ah exemiptior and this would be granted. 

\eain we were neither consulted nor permitted to expla 0 
view, We either conformed or did not vet the rielit to Opel ite 

During this time we gamed experlence n the alr transportation 
hela. We acquired business know how and developed maintenanes 
procedures which have been followed closely since. At the time 
purchased a DC—4 and it was the first DC—4 ever licensed outside of 
factory COPVeLPSION Pont. We converted ourselves In Miami, with a 

i 

quite a lengthy procecure, but we made it. 

I just wanted to bring that out to show that we were developing 


creat deal ot personal labor ana heartaches, cl a sO forth, and it was 
| 


maintenance know-how and techniques, 

What IT mean by “conversion” is that when vou purchase surplus ait 
craft that has been operated by the Army and Navy, there were cet 
tain things required by the CAA for licensing ot these aircraft that 
had not been previously accomplished by the Army and Navy. 

When we were requested to register with the Board, we could not 
foresee that future difficulties were COIN tO develop. Afte1 registel 
ing, CAB granted us an exemption to operate large commerce ala 
craft as common carriers. We could operate any place, anywhere, 
at anv time of the day or night that we so chose. This right was cor 
firmed tous by CAB and CAB led us to believe that that right woul 
not be taken aw Vv as long as we adhered to safety regulat Oli 


PFiesg 
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I want to impress upon you gentlemen that in 1946 we were operat- 
ing two DC-3’s and that we were operating two DC-3’s in 1947 when 
we were require «1 to register with the Board. The CAB knew that we 
were operating heavy equipment; that it costs money to operate this 
equipment; that we had to meet monthly insti allments to the RFC 
insurance installments. We had insurance on the installment plai 
also. That we had to be in continuous operation for us to ites 
the personnel, overhead, and organization necessary to keep these 
planes in the air. 

\fter registering with the Board, we continued ‘to experience op- 
position from the major carriers. Our type of operation was definitely 
not welcomed by the airline industry. 

Many times when I taxied up in front of a terminal building, sched- 
uled airline ¢ mployeet would stand in front in your way so that you 
could not tax 1! ito there to unload your passengers. Quite frequently 
myself and my crew members have actually had to fight with our fists 
in order to taxi our ait planes up to the gates. 

I bring this out to show you that to build this business we have 
fought with our minds and with our fists, as well, to develop it into 
what it is. 

We meet oppositl ion frome very quarter, The only ones who favored 
us were the public. They were getting air transportation when the 
major airlines could not furnish it. 

Mian | and New York are defi iteé ly areas ot passenger congestion 
and it was our service between these points that helped to alleviate this 
condition. 

At about this time I realized there was a place in the airline in 
dustry for coach type service. This, to me, was a new type of service 
which provided quick transportation with maximum safety at a mini- 
mum cost. I felt that from our experience that we would be able 
to fly from New York to Miami at a rate close to coach fare on the 
trail . It was this class of person we wanted to serve. 

Th - would he accomplished by cutting out all the eXTras whi h 
scheduled airlines provided, such as high cost meals, exte nsive reser 

, is, low ge-type seats, elaborate offices, high-} aid person 

nel and executives, lobbying expenses, and high-powe 8 lawyer fees. 
| Ame to W sHaneton with in appli ation ft to be filed Wit h the Board. 
This ipplicat on requested a certificate to operate coach type or 
second class a rplane service bet ween Ne W York and Minami. Not 
knowing where to begin, I went to the information desk in the Com 
merce Building and explained my problem to the lady at the desk. 
This. I | thow, may seem ridiculous to vou, but it was my first contact 
ficial Washineton. This lady referred me to offices inthe CAB 
where I was then ned over to an examiner. I only wish I could 
remem! er his hame., 

I sat down with this man and out 


ined my plan. After listening to 
my story, he told me that there was not much point in discussing 
n application for such a service as the Board would never consider 
the type of service which I] proposed. 
Please bear in mind that this was the fall of 1947. He told me that 
there was no need to file application because air transportation was 
and always would be a first-class luxury service 
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This seems ironical tome. Here I am offering a new type of service, 
requesting no subsidy, presumably doing a world of good for the 
middle-income man, the man in the lower income bracket, and being 
told that I could not run an airline unless it was a first-class luxury 
service Which required Government support. 

In other words, no subsidy, no airline. With this I packed my 
dreams and my manila envelope and returned to Miami. After re- 
ceiving our letter of registration from the Board our troubles really 
began. We went through a long period of harassment in which we 
were accused ot one intraction after anot her. Lhe reoular all lines set 
up a police ne among themselves and proclaimed themselves as the 

itchdogs for the Board. 7] hey rode our planes, checked our satety 
COIL mces and mace reports to 4 ‘AB Oh our operation. 

Other incidents to cope With were teams of CAA Inspec tors sel up 
iil every stop alot e our route. When We landed at a Slop, INspec Lors 
approached the aircraft while passengers were unloading. They ce 
mancded to see the pilot’s license and ship’s papers, while others of the 
team went over the aircraft with flashlights, peeking in and out of 
inspection holes and otherwise embarrassing us in front of our pas 
sengel 

All this time our passengers were standing around watching. The 


harassment is one of fright and 


passenvel renctiohn to t 
} 


expressed themselves. lt creates a loubt i thell minds as to the safety 
oft the aircraft. 

\t times this procedure ts carried out before the plane takes off from 
Puerto Rico. Again when it lnnds on the same theht at Miami: a l 
When it landed at Lumberton, N. C.. for fuel, and again at our final 

Phe entire flight took less than 15 hours. These so-called inspecti 
were made at intervals of 6 hours, 4 hours, and 3 hours. 


| j 


i want the committee to know that not one of our fl@hts was canceles 


use of anything these hspections revealed. Some of these insp« 
tors admitted to us that they had hever inspected an aircratt of our 
type al d that they had me rely been gmivena check sheet to fill out. 
Despite all this and the harassment we received trom the Board and 
the CAA nt specvors, We operated, and I beheve they will admit we 


operated a Good service, An example ot the hy oh standard oft ser e 


; the result of a CAB investigation in 1948 which I would hke to 
ention briefly. 
On August 11, 1948, the CAB adopted an order ins ‘ 
stigation into the activities and practices of large irregulat 
carriers. Pursuant to this order, hearimes were held in New Y« 
n October 1948: Los Anveles and Seattle. December 19. 1948. a 


Miami. February 1949. Hlearines were conducted before Fran W. 
Brown, chief examiner. Evidence was presented by Oliver Carte 
of the Enforcement Division. 


he reason for this invest wation., as stated hn tne oraer, is 


That it is desirable that the Board have and obtain more comple 
upon which to base recommendations to the Attorney General of the | 
States, and appropriate district attorneys of the United States I 


iction with respect to the activities and practices herein described 
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Phe deseribed activities and practices would, if substantiated, pro 
vide a basis for criminal prosecution. Oliver Carter, enforcement 
ollicer of the CAB, has advised that as a result of these hearings no 
violations or alleged violations were referred to the Attorney CGreneral, 
or United States district attorney ror prosecution. 

You will be interested in the type passenger our planes carry. They 
consist primarily of honeymooners, students, laborers, office clerks. 
school teachers, factory workers, and generally the people in the low 
income brackets who need Cyt le kk transportation 


‘| he reason t] e\ fly In oul planes Is because trie \ cannot afford the 
fares charged by the large carl iers and the train or bus would take too 
much time. We have received many testimonials from these passen 
Vers 1N the form of letters. ana ver! al statements to us. 

Experience has shown that passengers who origimally flew with us 
have was their finat cial condition lmapro ed, began to ride the scheduled 
airlines. This is reflected by the tremendous increase in passengers 
enrried hy . heduled i rlines during recent vyerrs. 

| have bro olf with me one of hi stewardesses al cl i pilot fron 


1] ] 
1] 


another carrie It the committee w permit, | would like to intro 


duce them to vo ind have them explan briefly some of then 


/ 


wns. Tam here to explain some of the experiences I have 
I 


Nin Re BINSON. Mav [I novy present MM ss Evans, stewardess 
had WITH TV passengers. Most Of mV Passengers, as before pointed 
out. are in the lower income bra¢ Ls. Phev are teachers end stude) 

] 


orth mavbe to do resent : they are teachers ana students 


VV ho have mavhe A / weeks’ vacation w th limited time ana money and 


come down south fora limited vacation or go somewhere visiting their 
fam les We Uso Carry quite a Tew mvalids that the scheduled ail 

lines WV I] not take (one example of that Sa 3-mol t}) old baby ( 

bl nia | DY we were fly a bysve k 2) ad torth betwee New York at (| 
Minami for treatments and operations in New York. We flew th 

baby DAack ale forth quite a fe times and. in fact. we even took up a 
collection the emplovees even took ma collection this was a very 
pool family dow south ind we took ip the collection ay cl Fave if 
tothe mot ler TO par for part of the baby's transportation. 

(nother instanee. which dust happened about a week or two ago, 
was an amnesia ctim was found down in Miami. a very poor mat 
and his wife fron \I issachusetts She had to come down there ma 
hurry and she was not a wealthy woman, and that is how we vot het 


Oo} hoard our tlic] r 


Then we have quite a few servicemen on leave. People in ill healt] 


:' : ; 
whose doctors advise them to go down south. They are people with 
low incomes and cannot afford to fly down on the expensive flight and 
they will come dow} with lS, 11 ft were not for us they could hot Go 


down cut all. 


We have quite a few honeymooners. On some Sundav and Satur 
day Hlioht we will wind Ip thas manv a 20 honeymoon coupl 
These are VOouUng pe ple just starting out who do not have the money 


to fly on the hieh-cost planes, 


\ lot of our passengers are workingmen in the lower income brack 
ets: carpenters | know thie youre ¢ ivpente rs hee: nse they bring then 


tools o1 board Ww | Then 
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In one case they had a suitcase and the tools all fell out. We bring 
a lot of people down to Miami, Wialtresses and bellboys; people who 
do seasonal work, Usually after they go back, when they make their 
money down there, 9 times out of LO they usually go back on the 
scheduled airlines, but they come down with us. 

Housewives with children. About a month ago we brought down 
a Woman with 11 children from Massachusetts. She could certainly 
not afford to bring them all down on a scheduled airline. She could 
not afford it. 

Senator SparkKMAN. How much cheaper is one of your flights from 
New York to Miami than a regular scheduled carrier 4 

Mr. Ropinson, It was 335 plus 15 percent Federal tax. Tam not 
ertain bat I think the scheduled airline fare was somewhere in the 
he ehborhood of si2 plus tax. 

Senator SPARKMAN,. It is about 50 percent. 

\I Kvans. We also take a survey on every fl 
tewaraes { 


t 
SES TO 


very thight ind we give quite a bit of personal atten 


hon. Phat Wii | hen SO Dany ol these stories about their pl vite 
lives, We vet to tl ilk he about ull ou Ppassengel ind two virls Cul 


» that easily. 

We take a survey at every flight. We find out their occupation, 
their marital status, whethet they are home owners and car owners, 
and if they have flown hefore, their opinion of the thie ht, and we vel 
ny suge 
forms and they hll them in for us and I look them over and sort them 
out AwCCOrangly. 


estions they nieht have. Ieverv pas enger has one of these 


11" . : 
We hnd out that most of our passeng@ers have nevel flown betore 


Phat is about SO percent of them who have never flowi ~ OF these 
} } ' ' 1 

mnvV OF them have had to take cheduled airlines to oul depart ire 

wna rival points Pe haps somebody wil COTE from Boston to 


l 
Ne York to Catch ow flielhit to \I hil. Phey Ce uta ithord to vo the 


rt distance by scheduled airline but they certainly couldn't afford 
OTV all the Wily qdowlh. to Nii Ubi. 


i Passengel veneral OPO! of the fl nt is f it the Cry es ale 
ixurious but ire quite dequate. The CVV ice ertainly show 
so rt . i differer i | i mt, The con 1 fi uv COL red to thr 
eduled airline Phey fier IS Wav, mo a Le Ln ex ( 
ou have a $5 ro otel « Ub Lda VOU are 
ut orth \ 
sol | Ne pu CPHnVvel ucvesi i I ( bye }O1 j | | \ 
ve a ra tine find Y oul bou i} | have \ ul 1 t ( 
|}? QO] { if] ( hi about \ 1d) ot then re | } ~{ i 
mimendation but Gy lont < Vi here t 1] ott | | 
Lnd more frequent heads, We do not vel the busimessmen because 
ie eas Are so hairequent, Qi they are not | CHOU. Wi ivi 0 
Xtras, we have verv few blankets and no pillows at alle and they want 
tter food, thi vs like that. 
| - tvpe of pel on Wwe vet ol board are hot thre (ype Vo! Would vet 
thie scheduled | nC. hash uch ls they have to be educated to airline 
ivel, I will vet ol people on board and I | dont maak v little 
eK ‘ul the beommning of the flie lt Informing then of certain rule 
qd reeulations., my eoodnes | would have then rudd ay p> alle 
own while they were landing. and taking off. IT would ive then 
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smoking and opening windows and everything else. We have to make 
a little speech at the beginning of the flight and tell them what they 
ean do and eannot do. 


] 


| understand this is not done in the other airlines. It Is not neces 


Phat isabout all, unless vou have questions, 

» ator Ht N’I What time ot day do you usualh fly ¢ The sched 
uled | es usually mike t er coach Hliehts fal nioht. 
Mir. Roninson. Most of our flights on the Miami-New York run are 
dav oh flivhts 

Senator Hunr. About what time do vou usually leave from Miami 

Mir. Ropnrnson. Inthe mornines. from 10 to 12 o’clock. 

Senator Hunt. And about what time do vou get in 

Mir. Ropinson. It takes about 514 to 6 hours from Miami to New 
Y ork. 

Senator Hunr. On i through flreht ? 

Mr. Roninson. Yes, sir. 

Senator Hunt. Do vou usually fly all the way through ? 


Mr. Rostnson. It depends on the load. If vou have a heavy load 


/ 


/ 


you have tom ikea was Stop. 

Senator Hunt. People interested in coach service at least during 
part of this time eould have had coun h service from the scheduled 
airlines at night ? 

Mr. Roprnson. Yes, sir, except that right now it is practically im- 
possible to get a seat on the coach flights of the scheduled airlines out 
of Miami. 

Senator Sparkman. How does your rate compare with the air- 
coach rate of t! heduled fliehts ¢ 

Mr. Roprnson. Ours was $35. T believe theirs was $58. 

Senator Hunt. Can you make money at that / 

Mr. Roprnson. Yes. 

Senator Hunr. Can vou keep doing it over a period of time? 

Mr. RoBINSON Yes, sir; we could. We have heen in existence how 
for over 5 vears ind have not missed any meals yet. 

Senator Hunt. Do you shift vour services from time to time to 
fly into other cities? If the vacation season is not on in Miami, do you 
make out schedules to fly elsewhere ? 

Mr. Rortnson. Yes: during the summer months when business 
slacks up in Miami, there is a lot of business available out of Puerto 
Rico. Then there are a lot of charter flights where groups of people 
are mak hg trips. For instance, a camera group who want to go 
some place to take pictures of ruins or something of that sort. 

Senator Hunr. You have made most of your money in filling in 
a ser\ ice that scheduled airlines have not heen able to cwive? If there 
isa heavy burden of traffic at one place that the airlines cannot handle, 


you have been flying in there, and then when there is some other place 


] 


Re 
where the airlines have congestion, if vou find more business there, 
you might shift over and work there ? , 

Mr. Roritnson. Yes. sir. The main point is that during the heavy 
seasons we have increased our flights and then as business cut over we 
cut our flights back to meet the demand. 

Senator Hi NT. Actually, this lesser cost that vou 
ducement for people to fly but if vou are flving into places where the 


scheduled airlines were able to handle all the business. easily. vou 


have is an in- 
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probably would not make any money, because you don’t have aly oe 
out selling tic kets or advertisi1 ne very muc h. a scheduled service that 
people know they can ride on day in and day out and making reserva 
tions and that sort of thing 

Mr. Roptnson. There is only one reservation I have there and 


that I do not think in the best pul lic interest f there were o1 ly 
1 pullman service, ay between Miami and New York, you have to 
I | e care of the lower by yrene ket people. | say the people we fly wht 
potential bus, train, and boat passengers. 

Senator Hunt. | understand that, of course, but what I had 
d is that it would probably be doubtful that you could mak 
money stavineg n busimess over i period of t mie, flying Mito A ena 

ere the airlines have a scheduled service and a place where thi 
ervice 1s always totally acequate, 


In orner words. sup por a person could alwavs ret a Ss@at O} 


I} lane out of Muiam wd New York On scheduled ervice, bot] 


the air coach put on by the airlines and also on the reg thar airline 
ervice, Lhe p Obabilities are that you would have cithi Lit 
| 


making money in competition ¢ 
Mr. Robinson, 


me 


es: but a little ingenuity will Overconne t | 


For instanee, in Puerto Rico, if the tratlic jam there was somewhat 
tuken care of and business became more scarce, then we went ou 
into the hills, we had people go out into the hills and talk to people 


and induce them to travel by plane, The se were potential boat pa 
sengvers, 

Senator Hunr. If you are able to make any money at all com 
peting with the scheduled airlines, without a CAB certificate, you 
should have a medal rather than being run out of business by some 


} 


one who resents the fact that you have any business at all 
Senator SparkMAN. I understand from your statement that vi 
recelve no subsidy whatsoever. 
Mr. Ropinson, No, sir: and neither do we ask for any. 
Senator Sparkman. You have no subsidy of any kind. 
Mr. Ropinson. No, sir. 
Senator SparKMsN. You have another person vou wish to present 


Mr. Soren. [I was raised out here in Brookland, Md. In 1937 Ma 


Sinott gave me a job here in the Capitol as a page boy. In 1940 I 
joined the An Force ana i’ ont away | Was Sent overseas, | Was ove 


there 5 years 

Senator SparkKMAN. Yousay Mr. Sinott gave vou a job / 

Mr. SOREN. Yes. sir: he was the Doorkeeper of the House at t e til 
[ understand he has passed away now. 

\fter I came back from overseas in 1945—in the meantime, whil 
I was overseas, I put mM for aviation cadet. The cadet board didn't 
accept me, due to the fact that the group commander had written them 
ana ask «| them not to, ] had been through several A. and IK. Schoo 


ind what not, and I was in combat at the time, and he said it would 
ul derstreneth the squadron and he was having a hard time vel w 
rs placements. | always h id aviation in mind, so whel ] came back 
I went to the University of Miami and studied nav gation and meteor 
ology and civil air regulations for 9 month I then took up tlving 
and got a commercal license which cost me $2,100, a multiengine 
rating which cost me S500, and an instrument rating w ( ( 


so00, and an instructor’s rating which cost me S500 
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Out of that money. most of it was (il bill, but about S1 000 ot it 


was money that IT had saved. 
Then the school where I took flving wave me a job as an mnstructor, 


ind T worked there for a vear and a half or 2 vears, until T acquired 


nal 2.000) OUTS. | then decided | would like to vet Into a se hed 


rao 
uled airline that had a httle better opportunity, Flight schools were 
heoinn neto fold up | went to the scheduled ail lines. Phey offered 
me Jol ill right. but they wanted to pay me S250 a month, some S260 
rmont md SPT \ 5 tops, | felt that was not quite enough money, 
Oo Tsaid IT just would not flv anv more. 
] ] ] j ai ly ‘ ] 
| Thiel tarted to going around to the not readiited GIPTNes ana I 


talked to Mr. Robinson here. He eave me S450 a month to start 


While I have been fly ne W tl) m now for a little over a vear, 
ylmost every piace where we 20 CCA \ has chee ked 1h license i) dl 
certificates and wl not. As he says, the passengers, in mv estima 
tion. not ade the cduled airline bmvway, the ones we vet. 
Wi euren'\ i tot of ePrViCcell . and hey are if] \ \ hhappr with th 
low cost. or instance. we fly to Burbank. Calif. We carry man 
oldie t ¢ lo} (ti. i! | t ra) il] \ ppv that thes Cauhli Gel 
oOvel ere To mh) 1's ‘ ould | even come Ol pass they rel 
nly 10 davs ef] or) the sched ‘ because thev do not risk that much 

Oney 

So mes, whe ( n EF] Paso, American Airlines 
one time w ul a load men on, going to the coast. back to 

e base I 1D t of our airplane and left us ther 


‘ ( } | ’ ( if 

Wi ( Ke to ’ ible In other words, we were undet 

ie! <i \\ i\ Y TOO Title ‘) Lyla | Vv i\. Wi 
ported ) ( \ i | i le \ l(t See t| it did not 

pen T] ippened about 3 mont Lor 

iy the CAA has been checking ery flight. The 
{ly } eCSL1LO hha ) {ol 1} | ( hac the Lliie 

pe | eral times. He knows me, 1 Phey are just 
( every t ( ( Hh Son. ! mo tar thre have 
CVE >] { en like every th vo nh around, there 
( { 

\\ ] Yr to ort Ve} no ) e ive all airmet 
eternal i iw t not If vo cl to vo to work for the schedule 

I ee, Ot] eC ePHOULT MO ey to live: S270 a month when 
Vol re Thnarried, VOu | ouldn't live on It. H lve me S450—n 
fact T have vrotte Lore e tnen. Qin iptan make around 
SI l mitt). | I - eal ont il 

Senator SPparKMAN. Bot Vo ind Mr. Robn mn have had some 


1 } 


thing to say about CAA pections. Do you feel they have been for 


e purpose of haras a 

M SOR] I efinitely feel that 

=i wor SSPAl VIAN Hr { ell 1 oO} Pe] W\ rreater on 
4] j } ] 1 } } 1 
ne nonscechedtuied Dinnes tha thev have on the se e¢ tiled planes ¢ 

Nin SOREN [ muon i] an | \ \ 1? 1 tor it]. 0] } scheduled an 
] 4) 4] ] | ] } 
i] brane’ ! ( ea mont e) would probably have ys lob. Phe 
+r’ i ‘) ] | t*\ ry ] i¢ 





BWenvntlor SPARK AMMAN, Do Vou think Thosedt wey 1) ve grown oul of tli 
had rece ra from the ite y tanadpe rit Clore the 2) che iled 
had in 19404 

Vir. Soren, It possible, but our pilots are requil dto have a highet 
if io than thre } ail leo me to Yo a We . TOl Mi ht ) 
i 1d to ive il Cruden { incl ritbitye wine rat O = edi ire 

red ed to have that 

> nto si tK MAN lf can pope ite t | wt oie Dut tlie prone | i 
etting’ a tt) i aves t! | | \ 1] sil l ( ta | Tiere 
rout NOL bye thy mira ( . UU O} 1) other iit 1 tl ( ue hil 
) LOSsoOl ite] nee nd oO ( Ve ADOT t | Is | a | if \ Cl iT} 
} iblic natu lly Orenmely nterestea. Hh aviatlo ( ren side (| | 
is hi i ( iptaa Herm l ) hnted out i ow Lie vO, VO il 
‘ j . ord ! L.00) butit wa hot excell ( 1} be i 
»} | rea to Tie regular] al eC led « iriel lL; 149) () veh Tie 
yen recorea I) Peo, the cel i} ted iriel Lhihe Liie mt reeord 
rt | neo Ve LIVeL\ | ith) rust VW cit ne 1 We ‘ cri yl ot to Ce) 
lat mm mand considering tl nspections that the CAA made, « 

] ctu hye LO li haa Very well hy { us \ thev ought 

pect f eos eq if mire Tre ( « illiel rn t}) fo the eXte tI { 
they would even thn they wel ben hear ect t Ss vear aha hn te 
We could oet i better) ‘ ral ull thre Witt ProuUuna 


I 34 i 
urplane and he w ll vet off I mean t ("4 (ie) ia route eC} 
hHisper he pilot wid ) ) \\ |} cre of] i | | er Oo t 
( | to Dal 1 (| Will el and ol a t 


Senator SPARKMAN. W mavbe they just ntec cle 

Viv. Sort Phe f CO 7Thl \ 

Senator Dur 174 ) e\ | your pel el bette 

\I bles VIAN 4 | ( tist 17 rer tao frye 1 ci 

Sel or Hun \ paid for ‘ eat vo 

d, would you ¢ 

Mr. Hermann. 7] vy don't pay and they bump passengers 
times. Thev can vet on any time thev like. 


senavor SPARK MAN. Is that all of your state ent! Doe 
plete your presentatiol 
Mir. Ropinson. No, sir. 
By 148 we felt we developed an entirely new inet 
the ai-transportation fiela We formed an association, care 
code of ethies and went to the CAB and asked their assistance 
tabilizing the Industry. There we were promised—however, at v 
time have we received their he Ip. Instead the Opposite 1s true. 
CAS heo in an extensive enforcement program based on the reg 


larity ind frequeney reoulations. Qur members hiadntamead th it tts 


reoulat Oh Was Vague and indefinite. Hlowever. despite These pre 

tests and despite the fact that the CAB insisted the regulatio \ 

UND WOTIS, thelr ow} Hhterpretations have transiated 1 reg itor 

nalhiehly arbitrary manner and spaced flights over a 4-week enlendat 
} 7 | : } } » } } 

perlod In other words, the Board merely required that rreguial 

} 1 1 1 
arriers observe the re@ulatiol i can honestly say that (hid 
Chie ! d Ido not how kno \\ i is meant by treq encev and reg i! 
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In 1949 the Board filed an injunction proceeding against Peninsular 


Airlines for violation of the interpretation of the regulations. ‘The 
| } 1 


r was held in Federal district court in Miami. The judge stated 
that he could not understand the regulation himself and therefore 
thought it ridiculous for CAB to expect laymen to understand this. 
CAB asked that the proceedings be continued and it has not been called 


hee 
In 1949 the Department of Justice took cognizance of CAB’s ob- 
vious attempt to eliminate the large irregular carrier. On February 


1 


15. 1949, the Department of Justice filed a bref with CAB entitled, 
“Views of the Department of Justice.” I) proceedings for amended 


and partial repeal for irregular air carrier exemptions, this’ brief 


strongiv eriticized CAB fo. its obvious effort to stifle competition 


generated by irregular carriers and to put such carriers out of busi- 
ness. Itp ts out that after World War II the Government encour 
wed the returning veteran pilots to buy surplus airplanes and engage 
rregular operations. CAB gave its blessing to these irregular car- 

ers and exempted them from certain requirements of the act. The 


large rreguiars over 2 pel raya of years developed business know how 


and their operation became profitable. With this the Department of 


Justice charged the rtifed carriers have seen this business become 
rrofitable and substay la { OW endeavoring to direct this busi- 
ess to themselves and to exclude the irregular carriers from the 
traffic thus developed 

\n example of this, I think. is brought out bv the Board’s answer to 

Pan American’s obje ms to giving Eastern a coach service parallel 

lready =| ib] hed erTyVvice het ween Puerto Rico and New 

York In tl the Board stated that in giving this coach service to 
ke { ey would have, probably, to increase the subsidy pay of 
P (me \t the same time they felt that Eastern’s coach rate 
vould then be in a position to take over the undetermined but sub- 

of | ness already flving out of there by irregular air 


( ow the certified car- 


e atte Dt 7 to divert irregular business to themselves, it 1s 
' omplished not through competition but 
eh industi pired action of CAB. 

De] . ent « lus recognizes that there is a public de- 

fo} lered by large irrewular air carriers. 
recognize that regulars provide a beneficial competitive 
t v is led te provements in service by certified carriers 
and it. t su petition, the certified carriers have little in- 
entive te expenses, extravagant and unprofitable operating 


Without ress itions the Department of Justice charged CAB with 


flaunting the declared intent of Congress by placing the irregular 
irkners nael ) it CG I trictions, Without their being over 

gp 1ors ecessity for such action. The only proof 

{ sity 4 =f ¢ is the Board now proposes exists only 

n the minds of t ertified carriers, and the CAB itself, ‘There 
S be ne gainst the irregulars by the public. It is 


‘ ! ( et oT reg r operators that CAB’s animosity is 
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I believe you Senators will agree that we have proved that private 
enterprise can operate airplanes at low cost to the publie and without 
Government subsidy. kor this I am very proud. We pioneered a 
new field and now that it is established it is being taken away from 

by Government decree, something which is absolutely foreign to 
our concept of government. You will recall that several years ago 
there were many newspaper and magazine articles written about the 
irregular carriers. You will reeall the statements of airline executives 
ind even some high Government officials that alr-coach service was 


not practical, that it would ruin the aviation industry, that at ch 
ow rates it would be impossible to maintain the alreratt prop rly. 
| have a personal satisfaction every time I see the plagq le at the 


] 


Washington National Airport commending Capit il Airline It cred 
its them with inaugurating a great new service for the people, a new 
mceptl ot air transportation : namely, the air coach, 

Since 1949 we have experienced one restrictive order after another 
ul (| now 4 LB by its regulation Is definitely closine t] e door to ir 
field of operation. We cannot exist under it and I predict that the 
responsible companies like ourselves will be out of business within 6 
months after this regulation. 

From the outset CAB knew the type of service we were rendering. 


They knew the type aircraft we were flying. They knew that DC—3’s 
must be kept in the air for profitable operation 


lL now want to tel] vou how this three trlps a-month regulation af- 


fects our operations: “This regulation has for its purpose the elimina 


t110h of our ervice between two OlNtTSs, tO Ol i\ three trips per mo th. 
It means that we cannot operate. The CAB will tell Vou that th Ss 
ot so, that we can operate the same as usual. only between different 
points. Phe regulati mn affects our operation 1 the follown Y mahnel 


We must conform to CAA requirements for maintenance. It is 
is 


mpossible for us to sel up bases Tor mamtennunce all over the country, 
especially when our planes will only be at each point only three times 


per month. We are required to route check our pilots. It will be 

tbsolutely impossible to route check them for every t the Umited 

States which we would have to do to keep ow urer ft fly hg Pa 
hnger procurement will be out of the question in cities when we can 


erve them but three times a month. CAB suggests we ovo into new 
fields and lig up new business. WI! vy should we now be required to 


tbandon fields which we have already establishe i. It Cost lH} Lo 
pioneer new fields, and dig up new business. Why should we now be 
1 } 1 


required to abandon fields which we have already established. ¢ It 
Osts money to pioneer new fields. 
asec on our past experience with the Board, we feel 1 ft as soon 
as a new field of revenue is developed, CAB will restrict our operation 
and turn that over to the major carriers. 
Peninsular has a total of 40 employees and represents an investment 
000. In addition, there are numerous small businesses which 
ave been developed for the purpose of ser\ cing our Operations, 


of So: 


clude radio repair, ticket agencies, mechanical maintenance, 


hese j 
overhaul faeilities, bageage handlers, and numerous others, all of 
vhich will be deprived of their livelihood if we are forced out of 


? 
ess 
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ke i« \ i til tt : \V wh Vou 
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em perforn nspection for vou. 
+] ot trie t 4 } hnhspection comes at 
of e 7 
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Senator SPARKMAN Therefore, Vou will arrange to see that that 
particular shift is at a point, at that time, where it can get inspection, 

that molt / 

Mr. Ropinson. Yes. Bir ¢ usually the home hase. 

Senator SPARKMAN. Senator Duff said when you make flights to u 


il uel places, I) other words, where Vou miaeht not have th) S @CHLIp 
ent, you have to work vour schedules so that at the end of that time 
our ship would be at a place where you have maintenance arrange 


1 / 


ne} 
Mr. Roprnson. Yes, sir: vou usually attempt to arrange it so your 
ircraft is at your home base because it is much cheaper to perforn 
our owh maintenance. 
Mr. Hermann. In my case, I have a contract with Slick Airways, 
non cheduled Carrier. for mamtenance, We have one, TWO, three. 
four, and five checks which come practically every 30 hours. In other 
vords, I fly from the west coast to New York. IT have maintenance 
Chicago by Slick, also maintenance in New York by Slick. There ar 
lso things that the airplane needs: certain instruments may be 


a 
} anged or certain che ks run and eertaimn control Ser Ices and wires 
be restrung. At 120 hours they will run a big check. 

If | Was to vo to New York three trips and then vo lO San Juan, 
no mechanic down there would know what that airplane needed. so 
the whole thing would run loosely and it would be a hazard to avia 
tion, so we have to run a certain semblance of route-type service. It is 
an irregular service yet, of course. 

The pilots are the same. We check our pilots on our routes. You 
cammot have a pilot who is ip in New York go up to Beston whet 
he has never landed there. Pan American never did that. On Pat 
\merican some of the copilots were on those routes 2 or 3 vears. How 
ever, if Vou would send them across the United States. they could not 
find their way. When you know the radio frequen ies alo ‘cr the line - 
and so forth, you can do it 

If vou send a man out some place where he has never been before. 


t is definitely a hazard. 


| would rather see the irregular irl Hes be put Out ot bus he 
than have three Crips a month. I think you Ww lI save many lives. If 


l 


ve have 12. TE think we will have a beautiful operation andl it will be 
of public benefit. 
Senator SPARKMAN | than kk | know \\ hat you mean whet Vou say 
{ 1s definitely ua hazard, | recall a flieht | made one time man Arm 
plane when we were trying to land at Roanoke, if vou will recall 
the mountainous area around t 
Mr. Hermann. Very well 
Senator SPARKMAN. LT was listening in on the conversation bet weet 
the pilot and the tower. This was about midnight. The operator aut 
the tower—the weather had closed in and we were having quite a 
time trving to vet in and the operator at the tower said. “Do vou know 
this port very well?” The pilot said. "TI never landed here in my life.’ 
Phen going on, the pilot said. “IT am fying now at 6.000 feet sup 


> 


pose | drop to about 3,000." The tower man sounded like he was about 


to jump out. He said, “Don’t do it: those mountains out there are 


OOO feet high. 


It was not a pleasant experience. IT assure vou. in trving to ov 


dow) 
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Captain, have you had experience with a regular carrier? Were 
you ever connected with a regular scheduled carrier ¢ 

Mr. Hermann. I was a captain with Pan American Airlines. 

Senator SparkMAN. For how long? 

Mr. Hermann. Practically 5 years. T was on the South Atlantic 
and we were ferrying bombers across the South Atlantic, and I was 
a captain up in Alaska for 214 years, and then I was down in Rio 
de Janeiro for a vear. 

Senator Sparkman. Are the operations on the scheduled carriers 
and on the nonscheduled carriers practically the same ¢ 

Mr. Hermann. I would say “Yes.” 

Senator SrparkMANn. Let us see if we can enumerate here for the 
record what are the principal differences between the service given or 


the tvpe of service on nonscheduled carriers and that given on regular 


scheduled air carriers. 

Mr. Hermann. Going back to my experiences in Alaska, what 
impresses me most is the mail pay. I was flying soldiers and sailors 
on leave and, of course, this was during the war, and I wanted to do 
evervt] x IT could for the country. I got into Juneau and there at 
the station I was waiting for four sailors down at the hotel who were 
vroing to be late I | la lot of empty s ! said I was hn no 
hurrv: [ had to go to White Horse, a short shuttle flight, and T was 
throug He said, “Oh, let’s keep the schedul We are not interested 

1 | ‘re vw \ 


I got that ession all along the line that the mail pay was what 


they were interested in, in arranging a schedule, rather than picking 

Senator Sparxwan. What IT had in mind was this: The service 
re ed on the s In other words, as I understand, you write 
oO ] te { t is that on the scheduled carriers you have to 

- ttenti 1 ma taming the schedule whereas on the 
re om odate the convenience of the passengers 
{ extent What about this density of loading? 

\I H \ 2 | = the a {Ti rence With Pan American. our 
1) On the nonscheds, our DC—3’s are 28. Our 
S - Tit together. ly tead ot three across the aisle. 

- > } ! passengers ! tne same 

’ Ty 

— _ J iy ( Ol i rie | the d { 

i\ { it l VO nows heduled 
s O neh, but it is Just sandwiches 
c p of offee. 

s . x. It is just a simple lunch? 

Miss Evans. 7 { eals. Nothin g¢ elaborate. 

_ - J ' \ I t eve vi l said you do CATTYV a few 

E s. ( passenge rplane right now my ship has 12 


TO} the r ir of the ship, and no pillows 


= — ; | Tne? ! _% ut out the thine: that you 
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Miss Evans. Oh, ves, sir. 

Senator SPARK MAN. You cut it down to the bare necessities 

Miss Evans. Yes, siz 

Senator SparkMAN. You carry a heavier load. Is there any par 
ticular difference ¢ 

Mr. Hermann. The loads are not heavier, sir 

Senator SPARKMAN. I mean a oreater density of load. 

Mr. HerMANN. That is right. We do not have mall or cargo, but 
we are only allowed a certaln gross load on each airplane 

Senator SparkKMAN. What I meant was more people. 

Mr. Hermann. That is right. 

Mr. Roprnson. Our equipment as a whole is slower equipment. 
For instance, the scheduled airlines are operating DC—6’s and Convairs 
and Constellations which are considerably faster. In a flight across 
country in a DC-3 it takes about 15 to 15 hours, which is certainty 
a sort of a whistle Stop coach sery Ice, whereas in the scheduled ail 
they have stop-over se rvice, too, but you can get th aver tliohts wil 


/ 


are very fast. some Zo honsto yp and some make it in one stop. 

Senator SpaARKMAN. Yours is a kind of excursion service as com 
pared with what the railroads said to run / 

Mr. Ropinson. That would be a good example. 

Senator SPARKMAN, Mr. Robinson, you make one statement about 
hig business. Of course, I realize that most of the scheduled carriers 


are bi g business, but we do have some small businesses likewi e Who 
are sc oh led carriers. It seems to me that the real question here 
the Zidentnatics of policy, Your interest primarily is because of 


the fact that most of the nonscheduled carriers, if not all, are small 
business operators, 

However, I do not view is necessarily as a contest between big bus 
ness and small business. I think it is a determination of policy as 
to whether or not nonscheduled carriers, which do happen to be by 
and large, small business, shall be allowed to continue to operate. | 
think the answi dle ‘pends very largely upon t the degree to whicl Chive 
ervice Is jaan 1h) order to give the peop le ol this COUNTY dine Lie 
transportation, I think tl] iat is the real answer, 

lL have had some of the scheduled carriers complain hat the nor 
scheduled air carriers really have the cream of the crop because the 
could come in at irregular times and they would come in atatime Ww he 
travel was good and get the cream of the traveling public. I take it 
you do not agree W ith that ? 

Mr. Roprnson. No. sir. 

Later on in the hearing we hope to show you some pictures wiiel 
will demonstrate the type ot oper: ition we have and, I assure you 
you will not consider it the cream of the crop. 

Senator SPARKMAN. I] understood from all of you who made a state 
ment on that—I remember the young lady, for instance, pointing out 
certain specific instances, illustrating the point that she was making, 
that the peop le who travel on your p lanes are peop yle—this is your CO} 
tention, is it not?—who ordinarily would not use air travel at all if 
they could not get this excursion type of travel. 

Mr. Ropinson. That is true. 

Mi. Hermann. - seems to me that “cream of the crop” phrase 
1 something the SC heduled airlines have rammed down the Board’ 
throat We do not even get the dregs in the milk bottle. We kicked 
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tover and found a lot of little people underneath who want to tly and 
who can afford our sery 


Now. they allow us three trips from coast to coast, California to 
Ne \ ’ wrk They Su\ t is the cream ot the CrOp. They r allow lus 
elohtioSan Dievo If we cid that we would hurt the airlines bee ause 


ther ire not enough there for both of us. However, in Los Angeles 
there is so much tratliece for us all. 

Last week there were 30 or 40 standing there waiting for seats to 
Chieneo or New York. One of the young fellows said, “Let us go 
down to Los Angeles and get drunk.” 

Phat is a month or so ALO, Next month those hovys Whit be dead. 
[think thev havea right to fly at a price they ¢ in afford. 

Senator Sparkman. And the other siciedal that we received was 
that vou flew only on good days. 

] tuke t that your answer to that 1s that you contend that is not the 
case, that vou actually work up vour passenger loads all the time, You 
have people busy at all times: is that right ¢ 

Mr. Ropixnson. We do that. but it is true that we fly on the best 
davs. the best days for our business. 

Phe man int e lower-income bracket, he has to work toward a week 

TO where he LS going. He 

ro during the middle of the week, and we do make flights 

during the middle of the week for peop le on vacation and stuff like 
that, but the majority of the people, the days they fly on are regulated 


; } j 
end when he en eorect fis monev and 
cannot 


by the jobs they hold. There are certain days over this American 
system that is ben Y created W here you hi ive cert: Wn days off, and as 
you approach the beginning or endi the month business picks up. 


} } 


It dep ends on the m Wns Oc’ aakais as to whe ‘n he can fly. 
Senator Sparkman. In other words, you fly whenever the pas- 
sengers want to fly 7 
Mr. Rortwsox. Over a period of vears, we have established what are 
best days for this class of people, and if we fly on the days they 
cannot fly we are going empty. 


Senator SparkKMAN. T suppose this is not something you can solve, 


but it seems to me it might have some bearing on it. I do hot a 
Perhaps you are getting people who are used to flying, and it may 
agoravate t rather thai help it. but IT hear many people wnt 
particularly, complaining of having to stand in line for regular flights. 
Someone told me the other dav—I think it was in New York—that he 


wanted to go somewhere. They had a waiting line for one particular 
flight. and I think he said there were 105 people there. é 

I re ently was out in Chi Ivo I had been out to Des Moines: I 
came into Chieago and had a reservation on the noon plane back to 
Washington then, but there were about fom — yee werd than that 
on the various lines coming in here. IT went to all of hem trving to 
wet back The best I co ld do was to stand ig l Pogo ss one 
of them had a waiting line of some 10 to 12 to 15. 


l have heard a Great many omplaints of that of late. Do you think 


that indicates there isa grow ng use of air transportation ¢ 

Mr. Roprnson ere growing air-mindedness. IT think that is 
true, Dut ve conte | that we have aroused the people. We get out 
umong them and get them air-minded. It is also true that as we get 
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‘| out and work with them and whet thes hecome better off financially 
they turn to the scheduled airlines. A maw tl Vs tries to 1mcrease 
to his station in life. 
' senator SPARKMAN, As I get your point, then, vou cla hi vou are hot 
2. essentially competitive with the scheduled airlines? 


Mr. Ropinson. That is correct. 
Senator SPARKMAN,. Is that r 
to Mr. Hermann. Yes, sir. 

0 Senator SPARKMAN. We have already discussed t] 
That is something IT must say that I think the American people ar 
very much concerned with. They have read these various articles 


ht? 


ir 


e Safety record 


that have appeared, 
US Lre you familiar with the one that ay peared In Cosmopo til 
/ 


magazine ¢ 


he Mir. Ropinson. Yes, sir. 


yu With regard to that particular airline, there are some thi os 

want to know, too. Why was that particular issue reduced in price / 
st That was reduced in price for that issue alone 

Senator SPARKMAN. Why was that / 

ek Mr. ROBINSON, This issue of this magazine, the ¢ osmopol tan. Phe 
lo price was lowered on that one issue. 
ts Senator SPARKMAN. Has any Inquiry been made of the macazine / 
7 Mr. Ropinson. Not as vet: no, sir. 
a] Senator SPARKMAN. That article is not oiven as one of the front 
in page articles. 
aie Mr. Rorpinson. No: it isn’t 


Senator SPARKMAN. It is an article on why we should draft [V—] 
or maybe this could account for it, ““Men Need a New Line” by Joa 
Craw ford, 


| Mir. Ropinson. Mr. Rentzel of the CAB made a statement on it 
ne Senator SPARKMAN. I wanted to ask you if you were familiar w 
a that. 
; Mr. Ropinson. Of course. a lot of these things come up and we 
. would like to know about them, but we do not have a sufficient stafl 
- and the office personnel to make inquiries, and write numerous lettet 
ae other than in our ordinary line of business. Phat Is how ve Kee] 
. our expenses down. ' ; 
fo Senator SPARKMAN. You realize articles like that give the America 
bs people much concern. Not only that, but the regular news articles of 
ar any air crash anywhere in the country. 
\ while ago vou said something about 1950 statistics \re t 
statistics official ? a 
- Mr. Hermann. Yes: they are. They were published by the Board, 
al Senator SPARKM iN. How long have they been available? The rea 
i son 1 ask that is that Il read an editorial in the Washington Post a 
ne few days ago in which they gave the 1949 fieures that IT used in my 
statement a while ago, stating that showed a very bad record as com 

ch pared with the scheduled carriers, whereas the figures that Vou 

: for 1950 showed a very wood record as compared with the scheduled 
; carriers. 
br I would like to know, first, are those figures that vou gave officia 
et Mr. Hi RMANN. y es. Phe were official for about au mont It] 


they were published in the Aviation Weekly. 
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Mr. Kearince. Those figures were published in Aviation Week as 
long ago as April 16, 1951, and used in that editorial which the cap 
tain quoted, so there is no excuse for using the old figures at this 
time, 

Senator SrarKMAN. I simply state that I saw the 1949 figures and 
1 wondered at the time if the 1950 figures were available. 

Mr. Kearmnce. That was the first of April. 

Mr. Rorrnson. I would like to point out one other thing about this 
Co mopolitan article if you do not mind. 

Mr. Rentzel of the Board made a statement on this article and he 
tated he would not be surprised if scheduled airlines were behind the 
article That came from one of the members of the Board. That is 
on record It was before a Senate committee. 

Senator Sparkman. Your inference is that he rather suspected that 
they were that meht ? 

\ir. Roprnson. Yes, sir. 
Mr. Hermann. He said he hoped that the scheduled airlines would 


ne e this Cosmopolitan issue throughout their aircraft for the 
1 nub to look at, or to read. 
Senator Sparkman. | do not know about that, but IT suppose the 
C\ in. just like any other magazine, is carried by most regular 
re 
\I 1] VANN Thi ( i wood article of rebuttal by Editor Wood 
\1 tion Daily Phat [vpe ot publi ty does not help the non 
\I |: Ns \\ e went ADOUT SeVen COP S of that and | circulated 
t t article around to om passengers on purpose to see what the rea 
I w verv “het up” when I read that. Thev were 
| ba qu te a Tew of iy pa sengvers who read il who 
ne to wrlte tt he editors if that Issue. | fo] 
eX ssue that came out and ie one after that. and 
er to that article, although TL know they 
f let oO R: There wer o letters in there, it 
es 
. » 4 x 1) \ ive a Iss¢ ition 4 
Mr. Rontnson. Air ¢ Transport Associati 
S 5 ran. D SSOK off nV answer to 


STATEMENT OF AMOS E. HEACOCK, PRESIDENT, AIR TRANSPORT 
ASSOCIATION 
\{ Hi ‘ 1] ( (rate Il pos | \ OT | he] i 0) 
u ( ‘ nto ed yy WV ito e\ that the 
ess been designed for libel in that the one carrier 
ed that would have a cause for lbel was Seatt] 
\ \ | oOwW er Was cle ic f d no action Can he brought hy 
f ( of the nonscheduled carriers as 
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Senator SPARKMAN. I am not so concerned about the article as [an 
the actual record itself. That is the | oint I am trying to stress here, 
that I started talking about. 

Your association claims there has been no accident on the nor 
cheduled carriers, ho fatality, in YO months: Is that right 

Mir. Ropinson. That is right. 

Mr. Hermann. That is approximately correct ; yes, sir. 

Senator SparkMan. That there has been no fatal crash or no © 


resulting in a fatality on the nonscheduled carrier lines in the la 
moO} t | 


Mir. Rorinson., That 1s right. 


Mr. Hermann. There was one contract flight which the scheduled 
riine like to throw onto the ne nscheds. However. the scheduled 
rlines do have mw cheduled flights themselves, In the case of Nort] 


\irlines in Alaska a couple of years ago an unscheduled flight 
fiew into the mountains. J hey did not eredit that a@ainst the sched 
uled airlines 

Senator SPARKMAN. But it was a scheduled airline ship ? 

Mir. Hermann. That is meht. 

Senator SPARKMAN. That wa part of their charter service ? 

Mr. Hermann. Yes, it was strictly a charter like the other ship 
which went down last year. ‘The only accident the nonscheds had. 

Senator SPARKMAN. The scheduled airlines do conduct the first-cla 
ervice Which we compare to pullman service. Most of them do hav 
r-coach service, do they not ? 


Mr. Roprnson. Yes, sir. 


Mer. Hermann. Thev have all started recently, wit] 
senator SPARKMAN, Some of them have also a charte ervice, ce 
Mr. Roprnson. Yes, sir. 

Mir. Hermann. Yes, they do 

Senator SPARKMAN. In other words, there are those three typ 

\ tir’ tntement isthat this one crash \ hich One 1) rt 


as a nonscheduled, really wa part of the charter ser 


regularly scheduled airlines? 
\lr. Hermann, That is meht hey do not co le] 
he cra hh. 
We iN dl several up in Alaska Vi ith Pan American on t N 
Ada ca run We had a col ple Hips ‘F() down. We have I 
there, or had one, but it wa ertifieated., We were certificated Tro 
Kairbanks down, but from Fairbanks to Nome the route v not c 
ited so those erashes were not ch reed wWalhst the { rlinge t 
hote Still it was an airline crash 
Senator SpARKMAN. I believe Mr. Hermann said a while ago tha 


nos ol them now have wll eouch Service, Do Volt menn Thev cCrinve 


inte / 
Mir. Hermann. They came in within the last vear to 2? ve 
(}} bbled non aceount of the hon: heds, They ire Tt} rer Te 
Senator SPARKMAN,. The nonscheds started when. 19) 


Mr. Llermann. Some of them started in 1945. 
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OD) am 
» { . ‘KMAN. Whi was it vou said vou had ippeared before 
( Leronaut Board Examiner ? 
Mir. R NN 1947. 
Senator SPARKMAN. Had any airline at that time set up air coach 
Mr. Ror SON, S ou mean / 
Senator SPARKMA } 
Mr. Ropinson, Ne 
4 itor SPARKMAN ral { it is deve oped ubsequent to that 4 
\I iY BINSON Y« 
si SPARKMAN. Then it your contention that the flying of 
e@ 10! duled lines has actually produced the air coach service im 
erecularly scheduled line .isthat correct ? 


Mir. Roprnson, That is correct. 
Mir. Hermann. That correct, and we believe they will discontinue 


“ as they get thre () cheds out of business. 
S tor SPARKMAN. There are many more things I would like to 
ro into. t we have a matter up on the Senate floor upon which we 
‘ oO vote very ray 


| ess you have something further to suggest at this time, I think 


» hearings until tomorrow at 10 o'clock when 
Wit Captain Dutf of Miami Airlines: Mr. Solomon 
of California-Eastern: Mr. Lear of Overseas National Airlines, San 
Mir. Guthrie of Continental Air Charters: and Mr. Smith 


ttl 


of Modet Air Transport. 


ts) | n rece 


1] 
esses W ll be 


Oni tte until 10 o' clos kx tomorrow morn 


Whe) pon. at 10 p. m., the subcommittee was recessed. to 
wesday, April 24, 1951.) 
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ROLE OF IRREGULAR ATRLINES IN UNITED STATES 
LIR TRANSPORTATION INDUSTRY 
if 
n) TUESDAY, APRIL 24, 1951 
UNITED STATES SENATI 
ie SUBCOMMITTEE ON TRREGULAR AIRLINES OF TH 
SELECT COMMITTEE ON SMALL BUSINESS. 
Washine Se 

to 
ve | e CO mittee met, Purst nt to recess, at LO: 10 a.m... in roo) nye 

Senate Ollice Building, the Honorable John Sparkman (chain 
ik the sul minuittee) presidi 
an Present: Senator Sparkmat 


yn Senator SPARKMAN Let th ubcommittee come to order, please 


mn Mr. Henaeco k. | understiay (| Vol iive » Drie tater 1 ‘) 
th Mr. Heacock. Yes, sir. 


senator SPARKMAN Wi \\ Ihe olad te ear tron OU nO 


STATEMENT OF AMOS E. HEACOCK, PRESIDENT, AIRCOACH 
to TRANSPORT ASSOCIATION 


( ! edt Wao | ! ‘ \ re ~ j >] { 
( We Lit VG 14 | l t fo Ome ( 
| » to today. however, ( oficial military travel Of pet 
Piahel id lot ‘Tas Dee transported by dome { hal ec CCl ¢ { 
on dom i route Vi re than veal wou LVvere ( 
Office of the Chief of Transportation ordered an emergen 
of soldiers via nonscheds from the Seattle Port of Embar 
Kort ust ce, Va. A HT result of t is. the Ofhice of e Chief of rs) 
portation was pressured by the scheduled airlines to assure 1 
Mid not occur again. Phe reverberations are still remembere 
(rravelly Poimt., where the ofhees of the Chief of Pransportatio ( 
lO ited 
Phi cheduled airline powel! ry thee Pentago ( I si th. pre 
nt of Amerien Lirline la t of the domest i hedul 


] 


Hy is Te ntiy ‘on pleted r four oF servic is 1 WIAWO} 
is tant to s retat | he Air Force I ett I] 
| CLte & iai\ ©} @! Droct t*} | 
1 : * 
Rentzel,. tormel emMplover oft ¢ R. Sm th s.Amet un Arline 
positions heading CAA and CAB to Under Secretary of | 
for Transportation, Mr. Rentzel will be the ir ol 
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while C. R. Smith will have advisory powers on equipment 
ment for the Air Fores 
rneath this power are such people as the Air ‘Transport Asso- 
en who answer the phone at the air transportation procure 
fice of the Air Force in the Pentagon. Desk space and tele- 
ive been provided this private commercial organization. 
( ive respons ble for the allocation of requests for air trans- 
come over the ] hone from all three ser ICe@s., this close 
prevented the official militarv personnel movements from 
estic nonscheduled air carrie 
s rday afternoon, the civilian director in this office, unable 
sfactory scheduled airline service because of unavatl 
( flicient equipment ana space, ¢ illed the Aireoach Trans 
tion to determine 1f they could ¢ rr'y IPS soldiers trom 
ickson, Columbia, S. C., to the port of embarkation at San Fran 
| e men wer’ to be picked ip vesterday incl del vered during 
t hours Tuesday to San Francisco. J] ured the director, Mr. 
| las, that the equipment wo ild be forthcoming. Twenty 
I fuy shed hin _ with the names of three companies, one 
i ra twoun Mi i} - LOAT WO ila Su] ply the ar raft hecessary 
movement Monday 
Phomas called back that afternoon and expla ned that the ATA 
office had gone direct to the Army at Gravelly Point and 
t a lay unt lOa.m. Su Chay morning to see if the scheduled 
lsupply the nec rv equipme Bear in mind that by 
e the nery for getting a nol eduled operation moving 
( \ der way. The Miami can ers had turned down other 
order to move tiie Army \t Seattle, a survey of 
ie DY) phone to the onscheduled airline ticket 
rea. ( rey were assioned al word wa issued to 
a al da hace tai hla Gee 
5 heht to Ch wo, \rrangements were made at Seattle 
San Francisco to secure two loads of returing Korean 
{ {t coast carriel 
i\ bye urprised to earl that not two. bu five 
men, were found to be await ne transportation home, 
( veterans have been d sappo ted. The objective was 
te me heduled air carrier trafic procurement machinery to 
mum return loads so there woul he a minimum cost of 
ernment. 


lr) insport Association men at the Pentagon threw a monkey 


this operation. ‘Thomas, having the responsibility rest 


ror getting the mel moved tO the port otf embarkation. 


sociation a firm commitment for movement of the men. 


the carriers involved committing specific 
ie movement al a the operation was under way. 


men at the Pentagon were still working, however, to un 


ved wires from 


polievy laid down by the Department of Defense. 


on | lave outimed Is typi | of the double-dealing we 


very turn. Take another example: the three-trips regu 


h 2, 1951. is the same as the three-tr ps opinio! issued 


\I i\ eRe i$ AM) yet three ew Board lH embers nave heen 





appointed intheinterim Observe the fact that about 10 statf membe 
have resigned over policies adopted by Ve ner and Delo Rentzel. rol 
mer head of Aeronautical Radio, Ine.. cooperatively owned bV The 
scheduled airlines. The Important thing to determine is whether th 
appointments of Donald W. Nvyrop, former A'TA general counsel 
James Verner, former ATA employee, Delos Rentzel, former en:ployee 
of C. R. Smith’s American Airlines, and former head of a joint 

iled an line enterp. ise, control Government mach nery ih Civ tel 

of big business of air transportation to the detriment of other U1 
States citizens in small business. This strikes at the very foundat 
four democratic way of life. 

il It is not the duty ofa evood citizen who se¢ a man perform the su 


piclou act ot climbing 1) the window ot a hon e eigner To shoo 


mn man before finding out what he is up to, nor is it his duty to ignore 
n Che act, jeopardizing his ne olbors and himself for fear of disturl 

gs nonest the useholder Who has roreottel ais KeY, Rat] er. 

Ir, itv to call upor the nearest authority of law to make a hnvestig 

ty hich will determine the furthes steps. if any. wl ( L be 

Ne vy properly constituted iuthority. 


ry When the tentacles of the A \ octopus reac nto the Depa 

of Defense, and effectively negate the policy laid down by properh 
constituted authorities, | am appalled, in spite of full experience with 
the prejudiced treatment of the Civil Aeronautics Board. 

ed Yesterday, gentlemen, three ¢ 6 transports from three nor 


by led airlines were stand ne by with crews at Columbia. S. ¢ brea y 
ne I correct this to sav that two were sta cl ne by. One wa 1¢ pp 
ler \ imi when its engines were tubing up to make the trip end to 
of perform their part of a contract with the Departme t of De 
ret Now thev are deadhie iding back to their bases, smart ne unde! 
tO osses Incurred as a result of the ATA men locating atreraft at 
tlic ute. However, we intend to tind out if the Air Transport Associa 
tle tion men ean control procurement for the Department of Defer 
in we be heve thev now control the machinery oft the CAB 
Senator SpaRKMAN. What would have been the cost to t (rove 
ive ‘ t ror the oOhnschnedtred ecnrrrers to transport these men ¢ \\ i 
ne, n the contract, or was it so much per passel ver. O1 how / 
vas Mr. Hracock. The contract was for three plane Phat 1 
to 3 men with 65 pounds of baggage each, in each aircraft. Ai 
of ce to the Goverm ent Was $1.25 per nile for the payload port 
e trip and 80 cents a mile fo neces arv deadhead. The nec \ 
sey | retting loads out of Sal Kran co Was to avold the necessity of 
st arging the Government anv deadhead to get the aircraft ba oO 
on hase - 
en. Senator SPARK MAN What is the contract price to the sched ed 
ifie rriers? Was it the same’ In other words, is that a standard price 
the Government pays for transporting soldiers unde) 
si A pe, 
se. Mr. Hleacock. No, sir: it is not a standard price. |] 

d vet that information better { om the Procurement #4) ‘ 
we Ve that the si hectuled airlines move some of ther me ( Gv 
ou to their filed, first-class tariffs, less LO percent. In other \ 
ned v are charter ne I ill aireradl { e\ have various charte 

: ; 








( ( 
KM \\ | acai these carriers o had then 
lv set ’ , r\ Do they net get any com 
he Grove ent / 
We have o otter of con pensation. We have COM, 
Lilien, inn salt e forthcoming. Phe carriers see a 
vel e are going to take such steps and we think it 


’ { { i 
nak { il ssue so that it wilt not happen avaih. We 


ke the loss in an ordinary operation but this is the 
een oven. the first crack at this official 
Deel evated al a | 1) eve we \ it] take sole action 
bye one to col pel Site the carriers Involved. 
MAN. (1) right, Mii Heacock ‘| hank Vou. 
» you have a verv short film which vou offer? 
Yes. sir: it is 22 minutes. 
KMAN. W ie going to have a film which is offered 


ilar airlines. It is mv understanding that you are 


] CR. od 3 ] ‘ . > 
is we proceed \ He Tih. is that correct ? 
Yes, si 
is our hope originally to invite the Senate to visit 
i = . 


duled operatio} How ever, we Telit that since that 


ble the next best thine we could do would be to try 
one sample operation to vour attention, so this film 

during the last 2 weeks since the calling of this 
e purpose of bringing a sumple operation to your 


f the operation of Air Transport Associates, one of 
ec eq il rs st t operat rr tO Alaska. \t one 


ws 
O ( s C-146 aireraft illed Curtiss Com- 
uw. This tvpe of aircraft, DC—t’s and C—-47’s 

the i me OF Thre 0 led air-ti thsportation 
( Ol \ operat to Alaska and to various 
sta esp V4 \ work in the cor nen 


MeKinley Airlines and Golden Northern Airlines 
of business by the Board. 
n intenance. Many people have asked. “Can the 
] hHiadl b lesses—who cannot atford large 
Tin { ind so Tort! how can they perform a safe 


is, of course, that all work on engimes 1s done by special 
Lops wh ch do work for bot ht he scheduled and non- 
hance of the smaller carriers con- 

e routine maintennunce al d su h maimtenanee as 18 
AA authorities, with instrument and equipment and 


} 


Ul. Propeller overhaul nha so forth being usually 


egular run-up procedure that is done before every 


before the mecha > turn the aircraft over to the 
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pilots, re@ardless ot whether routine or exXte 


peen done. 


} 


AIRLINES 


siVe 


Wainten 


t 
\ 


cl 


Ce 


Boe 


revlo 


hnted 
» 
al 

} 

Vv ¢ 
1 

, i 


The boulevard in the background there is Airport Way a 
Field. Within several hundred yards of th spot is the 
oflices of the CA X. who have nothing but the best to L\ 
maitenance and operational standards of these riers: Oy 

You see the operations manager and two pilots discussing 
before take-off. This is the general procedure and as po 
here. t] sthe route to be followed to Alaska. Phe e pilot 
oughly familiar with « v hazard, every radio frequency, e\ 
vel lndme pont. where to get m \ hen the fog ro I; } 
Gulf o \] Ik vial ow to best conduct the o7 ito} 

Many We ‘ eck a oht and \ a Pag 
Ter ice of} Ooppit Poel 1) itis the OUst Wil OSecd 

edtuled wrsel - e they | to ¢ | ( \ las ! 

i weather accident. although there ive been approximately 
t} ~ ciliecd A | é ery yr 7 ( } } 

Llere e | ( he ¢ e) ( f the | eqt States 
Bureau. It is often said that 1 ds do not have the 
f lities that eduled ! oO beenrse do ne 
( miele Os Hut hey ado ti \ e Tor ey \ 
killed s of the Unite Weather Bure \ 
then by tore ¢ eg * tlie J \ ere er - 0 byhy 
out the front ithe a J \\ { - Live 
“4 { t of Ala IN 

1! ( ( 1 mad wp? ‘ re oT \ check bv t 


! ( ( ‘ Priere crt () 
/ } t | } ) | { | ) t 
! } | ( ils rs) Lo. mwiy tron | t ist 1) 
1] { 1 
I tt i l ( eo ( KX ) () ‘ 
i 
1 
Thy ay 0) ( heat ‘ 
} 
| ( ‘ ted sat 
\ ‘ ‘ 
1 ( { \ ( 1] her tly ( 
i 
\ ele l ) 1) 
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( ( 
’ 
{ 
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rte ( ( ( { ( ea i 
(CA A t 1) = 1) one | ‘ 
| | ; ’ 
j ( t ( = | The } ] 
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I prop Dostt vo 7 ) Ols rie aa I ! 
( ‘ | rl One OF 7 PN 
: q 
( As { { vit ! ol } 
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et «| Cie | C108 Lill ( { atbevery - 
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i ! : (| noe re ) oO ra | off, 
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( oO | t neni of nll me ec ( rut re 
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have here fre hy ergs, fresh meat. Truits and vegetables. and 
eve rvth he we find that are necessitic of the evervday table, being 
unloaded off the trucks onto dollies so that they mav be londed as to 


VW 


ne carrier Can el 


gnees and more eflectively distributed at the other end of the 


1 l 


Il notice that before the nonscheds came to the Alaskan 


cents a pound Asa result. the fruits, veg@etables, and pro 

O forth which ne Vel moved by air before is now movy er WN 
The Public Health Service has given this development 
ping out seurvyv in Alaska, which before the war was 
alth 1) oblem. 


we NOW loaded nto the ch it'e raft. You will notice we have 
irgo doors which are found on practically all nonseheduled 
e they were urplus cargo transports during the war. 

thev are instal tly available for military service without 
on, Whereas ar t survey by the Military Air Transport 
licated that 90 percent of the scheduled airlines’ equipment 


table for ln ilit ry purposes unt | atte modi fic wmions were 
| ] | 


yuiring 50 days to 60 days. Modifications such as stronger 


vo doors, tie-down rings. and so forth 


e have the « argo t ed down at the forward part of the air 
lethe passengers are found at the rear 
{} 


er tively adjust his operations to demands. 
er able to carry 50 passengers, or any combination of pas- 


at the ticket office uptown not only sell tickets over 


ter, but call other nonscheduled independent agents in the 
ind accept rest rvations for the flight that is 


roln 


out. 


want you to note especially that the passengers carried, which 


hown in subsequent pictures, are the type of passenger who 


Seattle by bus and by train and travels to Alaska by non- 
iuse it is the lowest-cost air transportation. Of course, we 
or train service to Alaska. 
ee a typical group of construction workers and perhaps 
d others waiting for the bus to pick them up to transport 


he field, Ilere we see them Fong out to the field, vetting 


ie same income group as would be 


i see. these are not 


} 
xt to vou in TWA or United or Western Airlines. It is 


son that we sav we are not basically competitive with the 
iir carriers. 


rwardess is helping out with a last-minute passenger who 


al the field. 


have seats that will fold up against the wall so as to earry 
passengers or any combination of the two, This is a de 


t nO} eered by the nonscheduled carriers. 
off at Boeing Field: The C-48, which turned out to be the 


q 

onomical per ton-mile carrier by the close of the war, is a very 
aircraft. It has two 2,000-horsepower engines on a sturdy 
e and has been found ideal for this low-cost air transportation. 


ere we see the plane en route. This was made just a week or 10 


nd vou see that at this time of year there is still snow on 





le 


LO 
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the eround. However, as spring cets into summer you W 
how only on the mountain tops. 
This looks like the Prince William Sound area, en route. 


The pilots, of course, as I pointed out before, are familiar w 


of these hazards, ‘There are some of the hiahe f mountains 
North American Continent. They are familiar with them 


of the principles of route operation. Kor thi ne, no capt 


» copilot Can he promoted Lo captain unless he has 1) icl oT 


of 3.500 hours and a minimum of one winter operating to Alask 


In Alaska, here we see the aircraft taxying up. I believe 1 
ture Wa taken from this angle for Security reasons, because 
ee number oft jet transports in the bac keround hie re at 


landings per month. 
\ ] 
Ilere the passengel are Geb 
What type the passengers are, to gain an estimate of then 
income tevel, 
| ] ] ah li4 { 
Hi re ut this fe ld. since we have no conimmerecial Tacihities To 


care of baggage and passengers, the | 


enawers p K yd tive 
A = h 


ven 
right nnadetr the wihg ot thie wire ratt. lowever, il Seattle the 


them up in front of the terminal. The taxies are Wwalting just 


of this picture, probably, to take them 2 miles into Ancho 1¢ 


Here we have, after the passengers have debarked, the truck pu 


where the nonscheds are permitted to land under a certain num 


up to take off the cargo, In the belly compartment is found the 


and other items which must be kept cold, at the cold outside a 
a : ; ; 

peratures. Whereas up above in the cabin are found the fr 

vegetables al cl other items that hitist be kept at room tenipera 

Here the pilot helps unload the aircraft so as to vet it und 

in the fastest possible me, On to Fairbanks as there are Dias 

waiting. Everyone turns to in a nonscheduled airline, therel 


ting down large overhead costs and making an efhicient oOperath 


lower cost. The station manager, here, turns to, to getting « 


cargo ana he is selecting it so as to vel the items out in the orde 


will be delivered. 


Here we have the truck pull ne up it front of Pigely \\ ool) 


rier serves every store 1) An horage, The store mahavel 
receiving produce that he wired Alaska for, the day before. 1 
has it and ina few minutes he will have it in his display wind 


Ll S is the only Way in which produce IS now moved to 


rt 


Having superseded Hout transportation almost completely, except 


DIES IK produ ts like potatoes, OnlOnNs, and thu evs that are not 


eT shable. 
Here we have thie office thi Anchorage. One oft the reasol 


nonscheds must operate along route operations. With a 50-pass 
reft it is necessary to maimtain fixed traffic procurement fa 

| ] } ; } | 
\ ich make it extreme ip racksh il to conduct operations here, 


ind everywhere, 

Here we have the route between Anchorage and Fairban!) 
in the region of Mount McKinley. The lowe: parts of these 1 
will be showing in about a month or so, 

Phere was no showing of Fairbanks. probably for secur 


Here we are lar ding again upon the return at Boeing Kield l 


: ee 
ee the Boeing aircraft across the field as they come out of the Bo 








l note that one of the pilots vetting out is the operations 
manacers and one of the owners of ATO, which is seven-ninths owned 
DV veterans and all the veterans of whom are working in the com 
pany itself. There are three pilots aboard because on operations 
longel than 8 hours, tl ree pilots are required under CAA safety recu 


lations. The Operation to Ani horage rubs les that Ss hours and they 


ott e two pilots t hae re. whereas Anchor ve Fairbanks operat) 1S 
require three pilot 

i fi muth-bound load . ilwavs hehter than the north bound, 
f nN ¢ ! o the pr od of return from \laska, which starts around 
i (detober when the tl iflic IS MoV ne im the outh-b mind direction. 
kor the rest of the veat t is hea l\ north bound. There is no 

! of it OUT careo il I], although thousands 
Oot ¢ i e bee vestedl by } | e ih trving to levelop sea 
ods out f yaro places. Thev have 1 Mt more Of those items 
luled rel mbined. However. it 1s 
yperation to date, as it is difficult to develop a year-around 
( \laska 

Phia thy ) ( ( f] 

“ SPARK MAN. Ne Mir. Andre Saint Phalle. 

\] 1 sue ow for all of the witnesses. We have 
11) ( { listed | in hour and 10 minutes until 12 o'clock. 
j errr ul LO the Wilhess. We will try TO 
! ‘ & OO) \ ‘ d of a schedule and ury to get it completed 


STATEMENT OF ANDRE DE SAINT PHALLE, CALIFORNIA EASTERN 
AIRWAYS, INC 


{ } } 1 4 
' ‘i 

i 

t late J iPnel, 
( } \ 
) 
' 
11? on ; 
{ a j 1 
t i I ti 
] l 
i ‘ j ) arioyt Thy oOunt 1 
{ 
1 : } 
\ ( I “111 e thre lOono riod 
Lui ic nh air-freight certificate was pend 


; }? 
( \, j paar bet Ce 1) May LO46 and 
\ ~ ( ~ M4) 1? naa to hk : 2 Pitwon in court unde 


\ ura rement with oul 


DC—4 aircraft for air freight 


] 
: - y Passenpel COACH, ANC July L948 we began lea ne 





ns 
a our air coach DC—4’s to nonscheduled airlines as we do today. 
- Under this arrangement we furnish the plane fully insured and Tully 
Ns maintained, The nonscheduled airline leasing the plane has at all 
U rimes complete control of the crev s. the wireratt., and its opera 0] 
© The leasing of our aircraft has proved hig ily suceesstul, enabling 
Ts the company to pay its air-freight debts—amounting to well over 
$500,000—in full, with 6 percent interest. We are proud to say that 
id, \ e have paid these debts without ou stockholders kOsIhnha ahy of the 
cl equity, ana without the injection of additional « ipital. () 1\ the 
Mn revenues dey ved Trom al coac] made this POs: Die 
no The experience of California Eastern Airways represents al e 
proof that a need for this kind of wir transportation eXists, and 1 
a t can be profitable for everyone concerned, Nonscheduled carrie. 
> ne California Ieastern’s air conches, have made substantial pre 
Californian Eastern, as the lessor, has also made substantial pro 
rh i Tract. everyone atone the trie the publie, the ticket noent. the 
ior. the arreratt owne! share inthe benefit Phe G vert 
ind inevitably the taxpaver, also benefits because these nonscheduled 
ouch lines op rite Siu esstul] Without a penhyv of LUOSICLy) 
ve form of mail pay. 
‘k. An transport is still voung and changing fast. I believe it 
to Lee we. ata position i ts cycle of growth comparable to that of the 
ed Lutomobile from 1912 to LOL, when Henrv Ford demonstrated 1 f 
wood working automobile could He Sold ata pl ( I Weenough so that 
1 tid people it large could buy it \ i result. the auto ile | 


RN an integral part of our daily life 
] | 


It isa well-established fact that all minyo! business enterp 


country. whether thev be du Pont. Ford. Woolworth. or Grevii 


ct have succeeded hy erving the people, not by ser ne the serect 
Lol only. Aviation, even today. does not begin to serve the mas ) 
ra ny L9D0 the scheduled airline carmed the largest nun 
lt envers rh their hy story, but even in that record vear less t ! 
{ cent of the population took to the air. Phat froup is mace 
\ cipally of those with faniulyv mcomse of over $10,000 per vear. and 1 
eXpelse account Both a former CAB Chairniat L thre 
© dent of the [ nited Airlines have pubhely started that Gover 
mail payments are not subsidies to the carriers, but are subsidis 
persons who use the service. ‘Thus the Government is « 
pending millions to subsidize air travel for the wealthiest seoment « 
Pr preopole Is that serving the pubhe interest in its broadest st 
’ is Congress intended 4 
leary 11) 1949 etn Vlembe rs of Cor VTess he ame concerle ( 
the question of air coach and of nonscheduled airlines. At that time 
he Civil Leronauties Board ahnounced a regulation limit of 
extent to which hol scheduled wirlines co lal fly the same rec tlation 
od which is the object of this hearing. Members of Cor ore wanted to 
i know why airlines which were providing low ost nir travel 
{ ODVIOUS SLL ess and without dependence on the public mul { 
eC] ’e permitted to operate, Whi shouldn't there be a place 4 


} 


Mu the over-all pattern of air transportation / 
Ih) response to this eonerl Q) Capitol Hill. the ¢ vil \ 


rht Board 11h hebruary 1949 announced that if would oO 
ng \\ il ee illed the Transco! finent il ( one) ‘| ype Sep 


] } } 
‘ 


tie established by thre Board | {1} ecnse nre whethel the? } ed 
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for such service: if so, whether it can be conducted economically on a 
continuous basis; and whether it —— be provided by applicants 
vet to be certificated, or alternatively, by existing certific ated carriers. 
My company concluded that the decision of the ( ‘ivil Aeronautics 
Board to hold these hearings indicated an awareness that a need for 
air-coach specialists might exist. Therefore, if we could prove our 
case and otherwise qualify, we considered that we stood a fair chance 
of being awarded a certificate. Consequently, we filed an application 
n this proceeding on April 11, 1949. Our case is now complete and 


Waiting decision. 

The Civil Aeronautics Act of 1938 sets forth as a policy: “The en- 
ouragement and development of an air-ti ransportation system prop- 
erly adapted to the oo and a needs of the foreign and do- 
mestic commerce of the » United S utes, of the pos stal service, and of 

national defense. It is oul belie! that the publie interest which 


Congress had in mind when it framed the Civil Aeronautics Act can 

neal on one thing: Making it possible for the greatest number 

se air service at the lowest cost consistent with the utmost 

ety ind dependability. 

{ am not here to argue our fitness, willingness, and ability to engage 
ubsidized air-coach transportations: that we have done before 


the Ci Yeronantics Board, in a case which has been under considera- 
on for over 2 years. California Eastern Airways filed its applica- 
tion int ease on April 11, 1949: it filed primary exhibits in August 
1949: rebuttal exhibits in November 1949: a public hearing was held 
from J ry 4 to February 2, 1950: a brief to the examiner was filed 
\) 11950: the examn er’s report was subm tted in November 1950: 
eX ( Lot examiner's report were filed in December 19 Ora brief 
Civil Aeronautics Board was filed in February 1951; and finally, 
irgument was held on April 10, 1951. A decision may now 

( lered at anv time by the Board. 
\\ e,as you can See, this is a long. slow process, and a very costly 
ethod provided by th law. and ( have endeavored to 
st of our ability to conform with it and to qualify in every 
pect. If California Eastern Airways should be awarded a certifi- 
lengage i the development of low-cost air transporta 
{ with the utmost vigor and to the fullest extent pe rmitted under 
‘terms of our certificate. We would be ar n air-coach specialist, will 
ely excluding ourselves from access to mail pay or subsidy and from 


o the Juxury trafic built up by the existing airlines 


We do not desire nor expect to “steal” from the existing market 
f the luxurv airlines; rather, we do desire and expect to build our 
wn market of those millions of Americans who want air travel— 
f it is offered to them at a price which they can afford. We know full 


ll that the ee of mass markets in any field demands 
edueation and cultivation through advertising. Therefore, California 
iste! bien avs p ropoke s to spend on advertising and publicity, out 
e reve » from each mile flown, ap yproxim: ite ly four to six times as 

is the present luxury airlines. 

Phe nonscheduled airlines of the United States are typical pioneers, 
ied with the same — which has spelled progress in every phase 
yur national life. Without resting on the security of the Govern- 

ment subsidy, they haere boldly risked everything on their faith 


iture of air travel. 
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However, air transportation is a public utility and as such, must 
accept some degree of Government regulation. But this regulation 
must be effective. It must be intelligent. And, above all, it must 
pe progressive. 

The nonscheduled airlines, according to CAB figures, flew over 
760,000,000 passenger-miles in 1950, a gain of 66 percent over 1949. If 
the got an average of 3 cents per passengel mile it represents 
S23.000.000, a con\ Incing proof that there isa need for air travel which 
has gone unserved by the scheduled luxury airlines. It is this need 
which must be recognized by progressive Governni hit reoul itlONn. 

This is the primary point, gentlemen. 

Some may hold that the fulfilling of this need has resulted in a form 
of bootlegging. That opinion was expressed by the attorney for the 
argestl scheduled airline at the oral argument in the ¢ oach case, bul 
as Chairman Rentzel stated at the hearing, “In the end bootlege hg 
had to be legalized.” Naturally you gentlemen want to see law and 
order prevail; so do we. Continuous disregard for Government regu 

ition not the answer toa proven economic need, but my point Is that 
the regulation must be tailored to the need, rather than attempting 
to deny the need by perpetuating an outmoded regulation. The pub- 
lic must not be made to suffer on a regulatory bed of Procrustes. 


Phe Civil Aeronautics Board is presently dealing with the problem 
of low-cost air travel in two separate proceedings. One is the Trans 
continental Coach Type Service case, in which we are an appl cant, 
The other is the regulation of ne eduled i It of the 
"i mportance that these two phases of the problem ould be 4 

its) OUSI\ Ct tae ( iva mi W by rea 
vuse t t part of the publ Which today served b ‘ f 
to be grounded—egrounded by the regulation \ ( 
e effective \pril ¢ but whieh has now, because of \ 
on, been postponed until May 6, 1951 

Your intervention ndicate t tC vou gentienr } 

litv that the ere ion of L va uum would ne ( 
ransportation nor fulfill the objectives of the Ciy \ \ 

} heduled luxury airline have accused the all ) } I 
want vr to skim tI reat ff the an t \ 

Her sion. | would like to show you a picture showing twe 
hottl which represent the travel market of the United Stat ror 
vears 1938 and 1950. It is a remarkable fact. revealed by 
hart. that Nn 1938 the first lass or pulman market, both rail and . 
repre ented only 5.52 perce of the total intercity travel market 

lwelve vears later. in 1950. while total intercitv travel ha 
ed pr recent, the luxury traflic, rail and air, still remains as low a 
percent of the total. 

This bottle here represents the total travel irket in 1938. 7 
( { t} mall bottle OWs | trathe carmed | the | 

RQ It 9) nted proximately ¢ ra ¢ a 
nos ! ly revdil 1 ( ed Od. 17 C] { ) ‘ 
)pereent. and the | {1 to 44 peres 

Now, obviously, the first two items, tli 

repre ents the ¢ ! yt 1 rail \ { Ik l 
eda: scene Dane 

Now, it is very interesting to see what happened 12 vears later - 

ole transportation industry had gro tremendously, f 4 
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Mr. pe Saint Puacce, Our interest lies in capturing for air coach 
the largest possible share of rail ( oach and bus travel, which to us con 
stitutes the milk and is the bulk of the travel market. We believe 
further that air coach has a vast potential of its own, made up of those 
would be travelers who have not the money to go by air pullman, and 
who have not the time to go by slower rail coach or bus, even though 

ey ould atlord the lowe} p ice. AQ d anvone who will interview 


on nol scheduled airimes and all coach lines enn satisfy 


self of t » truth of that observation. 


It enificant, as shown by this chart, that the largest increase of 
ll was ored by b trath which went from 44 to 64 pereent of the 
] 4 1] } } oe } . i 
total. AS We all K ow. b Ss travel is the most inexpensive of all forms 
of commo) Carrier Dassengel travel. Is it C@normous wacrease a mere 
neidence or does it prove once more that the big American markets 
ire low cost markets ? 
be tei a } i ease al ld not Lead oa 
Low COS AIT-COACcH Service need not and snouk LiGy t Llmited to 


long-haul trips only. It is my contention that the air-travel potential 
s vreater over short distances than over long distances. That is, of 
course, for 200 miles or more, below which the greater speed of the 
plane is canceled out by the time spent getting to and from airports 

In 1949 small 1} lependent airlines started an air-coach service 


between Los Angeles and San Francisco, at $9.95 or 3 cents per pas- 


senger-mile—just one-half of the scheduled airlines fare of 6 cents 
Pass ‘ ‘ at 3 {t the cheduled airlines protested v10- 
lently, a ring that ite was below cost. The California 
Publ | t ( . eld pul ‘hearing ind allowed the inde- 
' de [ e extrrordina uceessful. So 
) West Lirlines started a similar service which 
rel ( - I* lly, U) | tL yolned last sulamer, 
Phey ( re | ( li. The result of s compet tive develop 
eel \ t ubsid ze rlines, 
{ t ( La \ re i Ss It} mK Oo DY 
; ( Pha fo is ( ercent 
thie V ie from the private 
I f ] \ ( st of travel 
DV all | ! I _ other fo ( { sportation, providing 
1 pos bilities of the equipment are niacse ii Die to the public 
[fa comparable pet entage of all of t U) etween other cite 
Z miles or more distant were converted to the a rou tremendous ex 
pa sion of our air-ti sport industry would take place. It would 
mean a vastly increased fleet of commercial aircraft available at a 
moment's notice, together Ww th the trained personnel to operate them, 
tO st ( l nal defenst The men who 1" charged with the 
PESPONSIOUITYS Pp ge the required amount of airlift in case of 
emergence ive told me if hey would like to see the “sky blackened 
with aircraft time of peace so that they would be available at a 
moment's notice Le ir with all the trained personnel required 
to operate them.” You, gentlemen, may read Vea ‘ertain the extent 
of t eC Iie i | t { ‘ t f Clie De} iroment ot Defense Ol the 
le siral t\ obt the maxi l ley lopment ot commercial 
T1101 Ol ur prepare ( eeds. I respect fully 
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‘h The availability of low cost air transport and its acce plal e by tne 
masses Can be the pattern of the future. It will and must be the pat 
Ve tern of the future. The only question is, how SOOn 4 





Se Confronted by these facts, 1 cannot help but be amazed over and 
id over avaln by the negative attitude of the top hahavement ot some of 
a the lar@est scheduled airlines. In January Of this ye iv. Mr. Solomon, 
W the president of California Eastern Airways, was present, along with 
a" the hends of ¢ ery a rline CO) Ipanyv. scheduled inal rreguiar, V ( 

he president of one of the mayor scheduled uirlines states: “What we 
rf ust do elim ite coach Tare { yilv-fare plat mnd-trip d 
Le ounts Ircultous routings, excursion tare i pro tional res of 
Is | kind d get rid of all those persons riding the airplanes 10 don t 
re eiong on thet \ Wit His airline presentiyv offering all wich 
US ervice but only at? eht, and vet \ un) Oo e greates l 

OT all () i Pa envel 
oO It the ne eduled airlines eliminated a rno ai-coa } 
7 ilist is certificated, can the low-cost t Ol 
if s kind of a ititude’ © Wil 
Le wivocated £ 
\\ tile 1th the fall ot 1409 the president « { Americal Lirl nes stauter 

- publicly that an air coach servis Was hot a part of the concept and ol 
3 ‘ 


the plans of American Airli ‘vertheless American Airlines did 


LS stitute a coach service late in December 1949. Why? Obviously 
= hecny sf they \ anted to be Por Ol, to sav at the hearing l il 
ha ci that they ere 1¢ it ! \ hy Ser What kind of LC] 
; ! e ¢ Ii] Of all thr heey ly cents pel envel ( 
10 en | ts or less fo ‘ oy . ' OD ‘ 
h e Ul Pp pel tay hi ¢ I) L1red ( COUSE-LO mist th o ( ( 
medtiat stop at A | 1g ilk about cream skimumnineg By « 
: Lie y ive lin betl ii) iX} > l t ( CLI red l O 
9 mahv miter ite po 1) } oO \ ’ 0 the ser 
¥y e] larged md todav they ire still rel ley be one rouhad trip a 
rvice The same is true of TWA, \s for United \irlines, t 
Ql oftferi wr any tra Ont trl Oucl ely ( ict tl \ 
e ted that they intend to provide this type of vice only ' | 
odo »ybv the Civil Ae onauti 1 ra 
‘| ppose that if vou, Mr, ¢ hairman,. or ny OF the members ¢ 
v Oni ttee should call American or TWA to make a reservation on this 
cents alr-coach service you might vet one promptly mit based 
ipon our own survey of the availability of spa eon their coa I 
i venture to sav that John Doe cannot readilv travel on scheduled 
d L1VP-COa I) Services eX ept by making are ervation J Ze OF > Weeks ! 
a udvance, One can readily visualize what would happen to the 447,000 
¥ passengers flown by the irregulars last vear if the proposed re@ula 
c Oh goes 1nto eth { without any other cert ticated low Cost Carriers 
I being permitted to operate. Those people will either be grounded or 
(| they would be obliged to pay the luxury fare. ‘That is precisely the 
al result desired by at least some of the leading established airlines. \s 
d t is already dificult and in may cases impossible to get space o1 
{ ‘UXUT'Y scheduled flights it is ODVIOUS that the schedul dl l rhi es It 
1 not IN a position to cope with this traflic should it be forced to go thei 
\ \ new business is built o1 plenty of enthusiasm, hard work, and a 
|| noness to take ; vleula ecl 7 sk Phes« eleme LD } oO 








not flourish in the privileged sanctuary of mail pay and luxury 


Phere is ai Wnportant precedent to this problem Shortly after the 
end of the last war, many irregular air-freight operators came into 
bemge. Phe scheduled airlines charged that they were exceeding their 
QULLOrity Phe CAB, recognizing that thre independent lines were 
developing a ney kind of air trafic. opened the Air Freight case and, 
pe | uv ts final cle sion, the Board allowed the applicants to operate 
on an exemption basis. In due course the Board did grant several 
ir-Treight certificates. 

This was 2 courageous and bold solution to the problem of air 
freight. It has worked. The leading air freight companies are 


1 


making money without tapping the pubhe purse, and what Is even 
iol Inportant they are making avery s enifieant contribution to 
the military, domestic. and overseas alrlitt needs, 

We advocate a similar handling of the problem under consideratiot 


at tt nen Oo Wi Oppose ‘I poli 


1 


ev of defeatism with respect to air 


transport. We urge that the chronic defeatist attitude of the sched 
: ! ! ] } 

ea ail hes ould not we ih too heavilv in the nak he of our air 

transport policy. The recent majority opinion of the Board in the 


Southern Service to the West case causes us to pause and wonder, 


adi short ivlite ! ¢ ere we ( reanize ou iir trahsport route 
he assumltic t Ons | ndustry will always be favor 
bole We nuild be de tha elpiul if we «id not express 
dered rie tha furthye route expansior would present 
| Lyle of serious diffleults 

‘ . * 5a : ' 
Chairman Rentzel recently told Congress that until there is a— 
© ( S ‘ feel that it would be unsound to go into anv wholesale o1 

bstantial award of additional routes 


Quy onecept of a vood route structure is one over which each and 
ever tvpe ot air transport service ~ offered to the public luxury, 


eoach, long haul, short haul, mail, express, and freight. We agree 
that the luxurv air route pattern need not be widened but when there 


are hundreds of thousands of air travelers left on the ground by the 

eduled a rlines, some of whom are flown 1 the rregulars for at 
least one-third lower COST, then | say, the air route pattern needs to 
be extended 11 depth by the addit on of duly certife ited nonsubsi 
dized arreoach special sts Let us repeat the suecesstul precedent 
of the self supporting ar freieht specialists. 

Phe Senate Select Committee on Small Business. I feel certain, 
is concerned not only with the welfare of the irregular air carriers 
but especially with the needs, hopes, and ambitions to travel by air of 
the people with a smali purse. Certainly Congress did not intend 
that t] Cy 3] ould be left on the eround while the privileged few are 
served steak dinners aloft. 

| my opinion this hearme presents a great Opportunity. The Op 
portunity to see to it that the benefits mherent in that wonderful 
machine the modern a rplane are made accessible to the oreatest 
number of our people In due course such benefits should extend 
not merely from one coast to the other but all over: East and west, 
north and south. upatl cd down. and all around 


| re spectfully suggest the following: 
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78 seats, have carried thousands of air coach passengers, and yet these 
passengers paid from one-quarter to one-third less than they would 
have paid on the subsidized services of the scheduled airlines. 

It is our hope that in the days to come we can do more. 

Gentlemen, I thank you. 

Senator SpaRKMAN. Thank you, very much. You have given us a 
very fine statement. 

Now, Mr. Belding, will vou come right around. 


STATEMENT OF JOHN A. BELDING, PRESIDENT, CONTINENTAL 
CHARTERS, INC., ACCOMPANIED BY MR. MELNICOFF 


Mh BELDING. My hame 1s Joh e Belding. | am president of 
Continental Charters, Inc., located in Miami. 

In April 1947, we leased two DC—3’s from war assets. Captain 
Tom Guthrie and I borrowed money on our cars, homes, and furni- 
ture to refit our aircraft. 

\t this time the CAA inaugurated its requirement for having op- 
erating certificates which necessitated operations and maintenance 
manuals by Continental. 

It took us 2 months to prepare these manuals. Our manuals were 
the first to be submitted and approved by the CAA, and subsequently 
be ame the models for other irregular carriers. 

In June of 1947. Continental Charters was given its certificate and 
we began operating. We understood that this certificate was all that 
was needed to begin carrying freight and passengers. At that time 
the CAB was not interested in our operation. We had no communi- 
eations with them or from them. 

Like all othe: irregular carriers, we ultimately received our letter 
of registration. The statements made here earlier by Mr. Robinson 
of Peninsular Air Transport are illustrative of our experience. 

However. in order to demonstrate to this committee the diversity 
of operations conducted by irregular carriers, I would like to discuss 
briefly the alr commerce in which we are engaged. 

Continental Charters carriers both passengers and cargo. At the 
outset of our operations in 1947 we carried passengers north from 
San Juan, Puerto Rico, and cargo south from New York to Miami. 
The passenger traffic originating in San Juan consisted of steerage 
type persons who were going to New York as laborers and domestics. 
Che southbound cargo consisted of general merchandise. destined to 
Miami for trans-shipment to points in South America and the Carib 
bean. 

In the main, it may be described as mail-order merchandise. In 
fact. Sears and Roebuek was one of our main shippers. 

As time went on, our freight service increased to the polnt where 
we were carrying merchandise into San Juan, and Colombia. We 
became known as freight specialists in this area and expanded our 
cargo carrying to include blooded eattle from Toronto, Canada, Balti 
more, Md.. and Ocala. Fla.. to cities in Colombia and Ecuador. 

It might be interesting to the committee to know that we carried all 
the equipment into Bogota, Colombia, for the Pan American Con- 
ference which was held there. As you know, the conference broke up 
because of the assassination of Quitan and a large part of this equip- 
ment was burned up in the warehouses at the airport. 
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Llese During the latter part of 1948 we practically ceased our passenger 
uld operations and concentrated on our freight carriage in the Caribbear 


and South American areas. 
Our operation in this area had not escaped the attention of Pan 
\merican and when, in 1948, November ot 1948. we obtained tw 
is a (46 aircraft, Pan American obtained 11 of these ships and beg a 


conimpeting, nonscheduled freieht operation in this area. 


by this time we were required by the CAB to file tariffs for o 
operation, but Pan American, who is not under the same tariff require 
‘AL ments, were unable to underbid us, Asa result, Par Am rica put 
1) 1's into operatlol n this area and in 1949 lost 81.500, 
their freight operation. This was the year in Which Pan Ame) 
of requested S18,000,000 in additional mail pay for the Latin America 
operation, and the same vear in which it was negotiating fo 
un purchase of American Overseas Lirways for $18,000,000, 
1 Our cargo carriage continued through 1948 until May of 1949 wl 
ve Tesi med passengel Operations carrying laborers from San Juai 
Op- ce) Milly ille. N. ae. and Lone Island, N. \ a DO work in the truck farn 
nce there, 


| ) t | e meantime, our cargo operations eontil ued. We carr 1 }>? 


ere duce to Maracaibo, San Juan, and Caracas. During this time we 
thy carried a quarter of a million pounds of radios into Caracas and 
carried tomatoes on the returntrip. Pan American also engaged in the 
nad tomato haul, m dereutting the prices to the extent that om operatlol 
lat Was unprofitable, Pan American was able to cut prices by chart he 
me its aireraft at prices lower than their tariffs. 
Nl- Because Pan American at that time was not required to pub 
tariffs on its charter operations, it could do this. We, on the oth 
fer hand. had to adhere to published tariffs on all of om operatiol 
on Late in 1949 we were forced out of the international cargo fiel 
because of the competitive practices of Pan American In Decemb 
ity 1949, faced with the loss of this cargo revenue, Continental ree 
ISS the domestic passenger tie ld. operating an all coneh serv ice By [ 
spring of 1950, we were operating two C-46's in cargo service, and 
he one jn passenger service, 
mM At this time we were concentrating on the shipment of live 
ni. between Miami and points in South America, Later WV ri 
re converted the two (—46’s which had been carrving freight to aircraft 
CS, capable of carrying both passengers and freight. 
to We planned to carry laborers from the British West Indies to po 
Ly nthe United States, but were denied authority to do so by the CAB 
We had spent large sums of money in converting the aircraft and 
In | romoting the traflic. We had been assured by the Board that sue] 
uthority would be granted. 
in (nother irregular air carrier, which 18 now out of business, carried 
Ve on this business despite the lack of permission by the C AB. We, how 
ur ever, refused to enter into this traflie without the blessi yr and pel 
{1 mission of the CAB and lost our shirts, 
Later we carried back to San Juan many laborers who were stranded 
i}] n the United States because their wages would not permit them te 
n book return passage on Eastern and Pan American, whic! 
ip brought them in. 
p- We have attempted to operate an airline with the neces rv flex 


ity to carry passengers and/or cargoes. Thus we carry farm lal 
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ers to the United States and produce on the return trips. When the 
season in the United States is over, we carry the laborers back. Our 
operatlol conforms to a loose pattern of versatility which at one point 
CAB whole learted]y endorsed. 

Our yearly schedule of operations starts in the winter with 
passengers to and from Miami. In 
the spring we convert to the labor trathie. to the northbound truck 


farming areas, until this business reaches a peak and then most of 


the carriage of alr-coa Class 


the norther) iveas bell) Shipp noe men south. In the autumn, the 
1 1] } j 
LOOT -AlL southbound 
Our cargo takes mu the same ti h livesto shipment 
tine in Apriland Mav and dwindling out in October 
} 
Luto parts moveln tare inititue nthe late Tall 
ry ] j { 
io 7 Ie teady vow of busimess througnout the veary w il \ 
1 
row produce to San Jua md cigarette o Caracas and Maracaibo 
‘ 
(| ( ( etoand ¢ om M tbh 
{ t } } ] } 
1 we (| eto port ¢ if we handle DbusMess that thre reduled 
j el ( { ( i} Pr Coa hol i ii \ eXahnip sn very 
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irryv 2 ‘ \j ' 
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li dune 1949 filed our request fe nalivich 

re ning ll ! el Will \\ (it ec } j 

( | pet ) fo. reca } ) 


this petition at this time. 


Phe den il of our applheation eemect SO t 
ive ondu ted what we consider a tt \ 
en that the Board ha overlo ked n the propose 
ibility of anv aviatlo comp 0 contorn | 
ricting operating reg ons Vet exp 
} ratio O ¢ 1 ¢ \\ { 1? res 
1) theo ration of COMMA \ he \ 
e pr Dal ba Of operatlo > pyre 
iTety Line ( el ( I ! ! Wi { 
yperatl | is | t Li ard MITEL Ere ( 
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We feel that the Bon i toes not neerely t nk tt 
1 +17 ' ‘ 
should be disposed Of suboanin iV. Ott € do tT 
eels that we should be put out of business. 

We, on the other hand, feel that the Board h;: 


\ duty to the publie to keep us Ih bHusiness 


re not, nor 1s anv other nonscheduled carrie 


mn OF SLOOLOOO in certification Phe Board has e 


e wav to a certification for us without exhaust 


Board has denied the individual exemptions on a ba 
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Frequency and regularity is not a definitive term and by compari 
son to Eastern’s Miami and New York service, 30 trips a month at 
different hours of the day would be irregular and infrequent. The 
Board has maintained a hight, unrealistic stand and is forcing us 
info an economically unsound position. 

Furthermore, supposing we all conformed to the Board’s definition 
ol} larity, and all of the nonscheduled Carriers ceased operating 
for 1 week. The chaos would be fantastic. 


CLO 


In conclusion, the 3 and 8 rewulation is an economic death sentence. 
q hank you, 


Senator SPARKMAN. Thank you. 


STATEMENT OF R. W. DUFF, CAPTAIN, MIAMI AIRLINES, INC. 


Mr. Durr. 


This is more of a résumé of an individual who has 
] 


shed a small business himself, and who has been in the business 
for quite a number of years. 
[ started flying in November 1916. I flew during World War I in 


rrance. | was shot dow hi and Was taken prisonet anid es “apedt. 


ta 


} c 1 41 1 
1 continued on, after coming back, In the aviation game through 
j ; ; : : ; ; 
bet torming, which is a very hazardous way of making a living 
4 ] } 


| continued to do it and kept my aviation up until the time World 
War IT began, at which time | went asa primary instructor to Carlton 
Field in Areadia, Fla. I continued there for almost a year on pri- 


nyer’y truction. Then from there I went to ferry work on the South 
\ tie, with Pa \merican on their air ferrying division. After 
hat. LT went into ATC, flying with the same company. I then went 

t the passenger route of the company with which ] stayed for a 


Phet the fall of 1945, when there were numerous advertisements 
SO Tort put out by the War Surplus Board, which wave US the 
eht that we could establish our own line because up to that time 

of a transport aircraft was far beyond the means of anyone 
ef terested in that operation. 
\t t time I established, with the aid of another person, Miami 
\irline, later on went into Miami Airline, Ine. 

We bought om st ship, a C-47, from the War Surplus Board in 
Maa of 1946. We got our second one in May of 1946 

At 1 er f 1946. I bought my parther out and had the entire 

siness to mvself During the vear 1947 I acquired another C—-47. 
Phen Ju ts. when the Air Matériel Command made available 


ve C+46's, I acquired three 
Now, this entire operation 


of those on lease from the Government. 
up to and 1h luding the present time, and 


nto it, | have never placed but $2,000 into it. [have built it up from 
that initial $v ent 

Il operate on a coml ition of freight and passengers. At the 
present time I operate two 50 passenger (C—46's and two 28 passenger 
< LT’s, SO called pli }ODs, The | abn operating one combination 
freie@ht ana passenger, ana I have one C If which T leased out and 
had some trouble. whi = not being operated at the present time. 

IT have my owt Linte ‘ re forthe aircraft. In other words, 
I ama small-b n because mv busine world not and could 
ot ! e if it were not 1 the personal attention and supervision 
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I am available 24 hours a day, 7 days a week. I have no fixes 
for my operating. | have no vacations, L have nothine exe 
iours of work a day. 


| operate this business entirely by myself with one other mat { 
oflice. We have no elaborate set up. We have just a pla h, Con 
ense every-day business operation. 

We are continually bothered—to use a strong word “haras 
by the rules and regulations that the CAB puts out relative to f 
juency and regul rity. Now, that is something that even tod 
ever. been Interpreted and a conerete decision made o} r 

| have operated over this pel od ot time without ali \ 
| have never injured any passengers. We have never don 
cident. 

The tvpical Operation on this thu ’ is, due to the geovray ) 

on of M Ul, It IS ich that the aircraft have to come to Min | 
their maintenance. From that point vou have to get loads to ot 
points and from those points you will fan out. For Instance \ 

»to New York. Then your airplane will sit in New Yor! 

ulable ti ps come up. Phen Vol make that and then hie 
somewhere else, operating strictly without any form of edulis 

We tly on the thought of a demand SerVICe, anyvt me, Wwheh there 
i full, available load to eo. 

lor instal Ce, we will vyoohe quartel accord oto the fl olit report 
ve will serve a certain number of cities due to the necessity of the loa 
YoY there. Lhe next quartet t he humbel of « ities willeh mMve al 

ll serve so many entirely different cities than thos \ 
erved the previous quarter, 

Now, for instance, in the second quarter of 1950 we served i] 

Pr tt sbureh, ( level i] a. Ohio: 1 rl Wayne, and Atl biti. 

ere not served in the third quarter. In the third quarter, we 
Oakland, Calif.: Chi Wo, Detroit. Boston. Burbank, ( tO 
points that were not served in the second quarter, vhic 

loes not go to the same places all the time. 

With regard to the maintenance set-up, when we to these differ 
pl ces 10 lk very difficult to have your mainte mice a e properly, | 
I had my des onated CAA agent come to Newark with me and inspe 
[ facilities and see th t they are 1 olit. The ] had hin voto B 

ink to pect the Tacility OUT T ‘re and see that 1 ley were | 

ere 

lt does look like a person Who has spent their entire lifet ( 

ition and who does not know anvthine—it looks bad that t 
hould come up to this pont and CAB holds out that we are conduc 

legal operation. We have a definite threat now of forcing a pers 
entirely out of the business, where they are spending or have ye 
hem lifetime don Y the only thine they know, They clo t be t 


vhat they call frequency and regularity. 
Our exe mption has been denied and we are fighting it for 
orth Unless we get help from somewhere else. it look 
e reached the end of the read. 
hank vou. 
sel itor, mar | Sava word ¢ 
Senator SpARKMAN. Yes. 
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Quarterly Flight Repo From Oct. 1, 1950, to Dee. 31, 1950, Miami Airlines, 
Ine 100 N. Be &S8th St... Miami 388, Fla Continued 
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MAL ExdHipit 5 


Traffic comparison of passengers flown by Miami Airline for November 1950 over 
eertain routes and scats available on scheduled airlines ovey file 


for Vove mibe r 1950. 
SAN JUAN-MIAMI AND MIAMI-SAN JUAN 
stern Air Lines: 
Flights daily 
Seats per flight i) 
oO seats * 30 days 1. noo 
Return trips ; 1, dt 
Total (available seats) 3, COO 
Pan American 
lights daily 
Seats available 
6 trips * 50 © HH) 
Return 
Total G6, GO 
Available seats, November 4 GOO 
NEW YORK-SAN JUAN AND RETURN 
an American : 
Flights daily S 
Seats per flight 0) 
100 seats 30 days 1? OO” 
Return trip 12, 00 
Total Pan American seats available, November 24, OO 
Total scheduled seats available, November 1950, San Juan 
Miami-New York 35,6 


MM mi Airline (total passengers, San Juian-Mian New York, Novem 
ber 10): 
Miami-San Juan 
San Juan-Miaimi t] 
San Juan-New York 
New York-San Juan 


Total 


source Kasterr Air Line nd Par American Offic 1 Airline G T N 
Miami Airline Co. records 


Senator SPARKMAN. Captain Duff, you have given us a very inte! 
esting story of how you have built your business from an original 
capital investment of $2,000. Of course, all of these ships you 
caneaen to get from the Government's sale of surplus property within 
he last few years—what would be your situation if you had to go 
into the open competitive market and buy those ships new, and what 
would be the position of the average nonscheduled carrier or irregu- 
lar carrier or anybody else if he had to buy them as new ships in the 
open market ? Would he be able to carry the » passengers and the 
freight at the present rates? 


84289— 51 5 
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Mr. Durr. If we knew that we could go ahead and operate. I can 
operate very well at the present rates and make money with new 
ships. I could not purchase new ships for the simple reason now 
that we have nothing to offer a financial institution to advance to us 
the necessary funds to buy this equipment because we cannot say we 
will be in operation tomorrow or the next day. 

Senator SPARKMAN. Lam assuming you are able to finance your pur- 
chase. IT am just talking about the return on a capital investment. 
Would it be sufficient to operate at the present schedule / 

Mr. Durr. Yes, sir; I can operate at the present rates with new 
airplanes, 

Senator SpaRKMAN. Thank you very much. 

Mr. Lear, will you come around ¢ 


STATEMENT OF COATES LEAR, REPRESENTING OVERSEAS 
NATIONAL AIRWAYS, INC. 


Mr. Lear. Before beginning my prepared statement, I would like 
the record to show that the views set forth and the recommendations 
contained in my statement are shared in large measure by Trans 
Caribbean Air Cargo Lines. This company owns three DC-4 air- 
craft and leases two C46 aircraft. They have had extensive experi- 
ence operating between New York and San Juan in the hauling of 
displa ‘ec persons, and personnel in connection with the Marshall 
plan aid to Greece. 

My name is Coates Lear. I am a lawyer with offices at 1010 Ver- 
mont Avenue, Washington, D. C. I represent Overseas National 
Airways, and irregular air carrier operating pursuant to the Civil 
\eronauties Act. Iam also a vice president and a director of Over- 
seas National Airways. 


I am appearing hefore this committee in order to urge that, if 
necessary, appropriate legislation be enacted by the Congress to permit 
the survival of irregular air carriers. Specifically, 1 propose the 


following prograi: 

1. Immediate hfting of the absolute ban on hauling of passengers 
in foreign air transportation by irregular air carriers, provided, 
howe ver, that such carriers shall not be pe rmitted to Operate more 
than 10 round-trip flights during any 4 consecutive weeks between 
any pairs of points. 

2. Elimination of all limitations on frequency and regularity of 
charter trips operated by irregular air carriers in foreign air transpor 
tation; provided, however, that such carriers shall make periodic 
reports to the Civil Aeronautics Board regarding the nature and ex- 
tent of such flights. The term “charter trip” is defined as “air trans- 
portation performed by an air carrier where the entire capacity of one 
or more aircraft has been engaged for the movement of persons and 
their baggage or for the movement of property, on a time, mileage, 
of trip basis,” i 

This is the same definition adopted by the Civil Aeronautics Board 
on March 16, 1951, with respect to charter trips operated by certifi- 
cated airlines pursuant to section 401 (f) of the Civil Aeronautics 
Act. See Economic Regulation Part 207.1 adopted March 16, 1951 
(ER-160). 
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Establishment by the Civil Aeronautics Board of a system of 
issuing exemption orders pursuant to section 416 of the Civil Aero- 
nautics Act with reasonable promptness to permit irregular air car 
riers in exceptional cases to operate in foreign air transportation in 
excess of 10 round-trip flights during any four consecutive weeks be 
tween pairs of points. 

|. Institution of hearings before an examiner of the Civil Aero 
nautics Board to determine: 

(a) the extent to which the above program can be accomplished 
within the present framework of the Civil Aeronautics Act and 

(+) reconsideration of the present formula of restricting irregular 
air carriers from operating more than three fliehts in the same diree 
= during any four consecutive weeks between pr Incipal cities and 
elg t flights 1 in the same direction between other pairs of points. 

ft is also urged that pending the conclusion of such hearings the 
Board suspen d pre oceedings under section 291.16 of the Economic Reo 
ulations. No request is made for suspension of enforcement proceed 
ngs against any air carrier which may have heretofore operated in 
violation of the Civil fa ‘ronautics Act. 

History of irregular air carriers under the Civil Aeronautics Act: 
When the Civil Aeronautics Act was passed in 1938 there were, ge 
erally speaking, two classes of air carriers. The first were carriers 
holdine certificates of public convenience and necessity which re 
quired them to maintain adequate service over a fixed-route pattern. 
The second class of carriers were so called fixed base operators who 
were engaged in) flivht traimine. snles and service ot smal] wil ‘raft. 
crop-dusting services, occasional air-taxi service, and similar activites, 

me after the end of World War I], there came into existence for 

» first time a third elass of air carrier which e7 now known as the 
Inn aaah waircarrier, Typically speaking, these carriers have operated 
transport-type aircraft over routes where the services of the certifi 
cated airlines were inadequate, circuitous, or nonexistent. These ear 
riers do not have the legal obligation of providing adequate service 
over a fixed route and, as a corollary, rec elve none of the benefits Oot 
(the mail pay provisions of section 406 of the Civil Aeronauties Act 

Before the end of World War II, the Civil Aeronautics Board fore 
saw that there might come into existence as he w ae a class of ¢ 
riers such as deseribed above. Accordingly. 1 1M: oan 119 5 ‘ the Board 
instituted hearines to investigate this ation I — hearings were 
cnown as the Investigation of Nonscheduled Air Services. 6 C. A. B. 
1049, and the Board’s decision made this statement : 

\ number of these air transportation services are being conducted with DC-23's 
and with other planes of comparable capacity and speed. Although purporting 
to institute nonscheduled operations covered by section 292.1 some of these serv- 
ices appear to be providing facilities and services comparable to those offered by 
certificated uir carriers. Since the great majority of these services were in 
augurated after the close of the war. they were not represented at either the 
hearing or the oral argument held in this investigation. 

Indeed, many of them were still overseas in the military services. 


Thus we have no direct information with respect to the extent, scope, or 
character of this service 

It should be noted and emphasized that the Investigation of Non 
scheduled Air Services was held prior to the time that irregular air 
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carriers, as we know them today, came into existence. This is the 
only comprehensive factual hearing which has ever been held on this 
subject. The Investigation of Nonscheduled Air Services was not 
concerned with the problem of the operations of irregular air carriers 
in foreign air transportation. Indeed, none of the noncertificated 
carriers who participate in the hearing—the ‘vy were largely fixed base 
operators—had ever operated in foreign air transportation. 

Despite the fact that the Civil Aeronautics Board had never con 
ducted any comprehensive factual investigation regarding the opera 
tions of irregular air carriers in foreign air transportation, on May 
5, 1947, the Board issued an absolute ban upon the tr: uisporti ition of 
passengers by such carriers. This absolute ban remains effective 
today. 

Kor the sake of emphasis, we wish to repeat that there has never 
been any comprehensive factual investigation of the role of the 
regular air carrier in foreign air transportation. In this connection 
we are fully aware of the fact that the problem of the irregular air 
carrier has _ na ihe adache since the e1 id ot World War LI and has been 
the subject of numerous proceedings. The principal proceedings are 
as follows 

l. Page Airways, Inc., Investigation, 6 C. A. B. 1061 (1946). 

Trans Marine Airlines, Inc., Investigation, 6 C. A. B. 1071 (1946). 

3. Investigation of Trans-Caribbean Air Cargo Lines, Inc., Docket 
Y595. decided Mareh 14, 1947 

t. Standard Airlines, Noncertificated Operation, 10 C. A. B. 486 
(1949). 

>. Explanatory statement issued in connection with revision of sec 
tion 292.1 effective June 10, 1947, regulation serial No. 388. 

6. Interpretation No, 1 to section 292.1 adopted December 10, 1948, 
regulation serial No. ER-136. 

7. Opinion of the Civil Aeronautics Board, Docket 3945 et al., issued 
May 15, 1950. 

8. Amendment No. 1 to part 291 adopted March 2, 1951. The 
Page, Trans-Marine, Trans-Caribbean, and Standard cases were en 
forcement proceedings and had nothing whatever LO do with the role 
of the irregular air carrier in foreign air transportation. None of 
the other proceedings involved any hearings before an examiner with 
the op portunity for submission of evidence, cross-examination of 
witnesses, and so forth. Moreover, the proceedings conducted subse- 
quent to the Investigation of Nonscheduled Air Services have been 
concerned almost entirely with the problem of the so-called domestic 
air-coach operators. The problem of these carriers has little, if any, 
relationship to the role of the irregular air carrier operating in foreign 
air transportation. 

The disproportionate emphasis upon the problem of the domestic 
air-coach operators is probably due to the fact that the number of 
such carriers greatly exceeds the number of irregular air carriers 
operating in foreign air transportation. Insofar as the total amount 
of air transportation is involved, however, the irregular air carriers 
operating in foreign air transportation are a more important group 
than the domestic air coach operators. 

History of Overseas National Airways, Inc.: Overseas National 
Airways, Inc., hereinafter sometimes called Overseas, operates five 
DCH, four-engine aircraft. Since June 30, 1950. the company has 
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been oper: iting exclusively for the \ir Force as one of the prime 
contractors on the so-called Pacific airlift. Flights are conducted 
between the west coast on the one hand and Hawaii and Japan on 
the other hand, pursuant to an exemption order issued by the Civil 
\eronautics Board which permits such flights to be oper: ited without 
regard to frequeney and regularity. For the period June : 


to March 31, 1951, we had operated 185 flights to Japan and 24 shuttle 


() LO) 


fights to Honolulu. The total number of ton-miles flown was approx 
mately 7.100.000, and the total number of passenger-miles about 
18,400,000. The company has 119 employee ; including 23. pilots 
! copilots, 21 navigators, and 25 1 ‘achio officers The type of loads 


which we have tr: ins ported in restricted military, but we know that 

{ has consisted ol hieh priority passengers ana Careo. Three ot 

our aircraft are equipped for the hauling of wounded, and in t! 

onnection we have Se —_ meet eases on 14 flights. Ou 
ireratt utilization has averaged : has 13.4 hours per day during 
monthly period, when the demat an f the Air Force required full 

utilization. We bheheve that we are one of ie lowest-cost operators 
the airlift. We have a pe ] fect t safety record. 

The role of the irregular air carrier in national defense: As will 
be more fully explained hereinafter, the irregular air carriers operat 
ng in foreign air transportation cannot survive under the present 
policies of the Civil Aeronautics Board. Indeed, if the Russian time 
table in Ke rea had | Deen delaved for 5 months our COMP AT \ would 
mve been out of busimess, and thy ~ whole pro eed no would have 


ecome academic to us. We beheve that the same situatior ppl ue 


some other irregular air carriers operating in foreign air trar 
portation, 

Section 2 of the Cr 1] Leroi uutics Let directs the Cin 1] Leronal ti 
Board to consider the interests of national defense in administer 

the act. In eases involving applications for certificate of publi 

onvenience and necessity, the Board has placed substantial emphasi 

upon the interests of national defense. This is particularly true in 
ases Involving applications for certificates of public convenience and 
eCeSSITY to engage 1n rorelen ii Lransport iwioOn. mee, for exaniple, 
Latin American Air Service Case. 6 C. A. B. 857 (1946). and Nort] 
Atlantic Route Case, 6 C. A. B. 319 (1945). Unfortunately. how 

ever, the Board has apparently made no real effort to evaluate the 
contributions which irregular air carriers operating in foreign air 
C} insportation can make to the national defense. 

The general problem of the relation of eivil air carriers to national 
lefense has been considered by Government auth orities other than 
the Civil Aeronautics Board. It hs as heen the consistent poli C\ of the 

epartment of National Defense to assist and encourage the devel op 

ent of the civilian air tr: ansportation industry as a necessary sup 
plement to national defense. The basic reasoning behind this polices 
that such encouragement creates in the case of irregular air carriers 
reserve aireraft which are immediately available to the Department 


of National Defense in the event of a national emergency. This pohey 
iso creates, without cost to the Government, a Poser ve of trained 
lots, mechanies, and other flight personnel. The policy also hely 


familiarize American flieht crews and other aiekeal Neieh opera 


ons in foreign countries. There are various ‘ares benefits of t! 
porcy, a principal one being the creation of extensive maintenance 
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and overhaul facilities which are available for work on military air- 
craft. 

Other Government agencies have also considered this problem. ae 
report of the President’s Air Policy Commission was a result of : 
comprehensive study of the whole aviation industry. This report 
concluded that (1) the ‘re is an urgent need to deve lop and maintain a 
fleet of civilian transport aircraft to act as a reserve pool for imme- 
diate military use in the event of a national emergency and (2) sub- 
stantial contributions have been made to the development of civil avia- 
tion by small veteran-owned companies, particularly in the field of 
air freight. See report by the President’s Air Policy Commission, 
pages 8, 113, 114, and 115. See also letters of C. V. Whitney, As 
sistant Secretary, Department of the Air Force, to the chairman of the 
Civil Aeronautics Board, dated December 3, 1947, and April 9, 1948. 
The latter letters recommend the certification of domestic air freight 
carriers. The reasons for the certification of such carriers are equal 
ly applicable to transportation of cargo by irregular air carriers in 
foreign air tr: ansporti ition. 

The irregular air carrier is particularly adaptable to serve the needs 
of the national defense. This has been demonstrated in the case 
of the Korean airlift where it is believed that irregular air carriers 
representing less than 5 percent of the Nation’s transport fleet are 
providing nearly 50 percent of the total airlift. 

On November 3, 1950, I appeared before the Civil Aeronautics Board 
to urge that the oond — a comprehensive factual investigation 
of the role of irregular air carriers operating in foreign air ‘trans 
portation. I made the statement that at the peak of the Korean air 
lift such carriers provided Hi percent of the total lift. Vice Chair 
man Ryan questioned the accuracy of this statement. I wish to urge 
that this committee obtain from the Department of National Defense 
complete data regarding the contribution of the irregular air carriers 
to the Korean airlift. My statements to the Board and the state 
mens of Mr. Ryan are reported In the Matter of Irregular Air Car 
riers, Docket 43—A, dated November 3, 1950, transcript page 198 et 
sequitur. 

There are several fundamental economic reasons why irregular air 
carriers operating in foreign air transportation are more adaptable 
to the needs of the military than the scheduled airlines. In the first 
place, irregular air carriers are not obligated to maintain adequate 
service over any particular route. Hence, such carriers can, upon 
very short notice, begin ope ‘rating a new route for the De ‘partme nt of 
National Defense. Secondly, the operations of the irregular air car 

‘iers are not geared to the mail pay provisions of section 406 of thi 
Civil Aeronautics Act. 

Certificated air carriers operating under such provisions cannot 
asa practical matter maintain any large reserve of aircraft. The Civi! 
Aeronautics Board, and rightly so, would not permit maintenance of 
such reserve aircraft for mail pay purposes. Third, in the case of 
foreign air transport: sores, the certificated airlines have converte: 
their operations largely to DC—6’s, Boeing Stratocruisers, and othe: 
very expensive and see ious aircraft. The conversion of these ait 
craft to cargo planes upon short notice is highly impractical. 

Looking at the problem from the standpoint of national aviation 
policy and assuming that the needs of national defense cannot be full 
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realized through the expansion of the scheduled airlines, the only other 
alternative, aside from the encouragement of irregular air carriers, 
is for the equipment and facilities of the irregular air carriers to be 
transferred to and operated directly by the Military Air Transport 
Service. This alternative solution is highly impractical and would 
place an additional substantial burden on the taxpayer. Generally 
speaking, the operation of the Military Air Transport Service is 
analogous to the operation of a certificated airline; that is, its equip- 
ment and personnel must be geared to the expected volume of trattic. 
Inasmuch as the Military Air Transport Service would not have access 
to civilian traffic during normal traffic conditions, it would obviously 
not be in_a_ position without substantial expense to the taxpayer 
to maintain sufficient reserve aircraft to accommodate peak load 
conditions. 

The present policy of the Civil Aeronautics Board with respect to 
irregular air carriers: On March 2, 1951, the Civil Aeronautics Board 
issued a statement of policy entitled “Role of the Irregular Air 
Carriers.” It is our position that this statement is either the result 
of a considered policy to drive all irregular air carriers out of busi- 
ness or is the result of a lack of understanding on the part of the 
Civil Aeronautics Board of the nature and function of the irregular 
air carrier in the air transport industry. We prefer to think that the 
policy is the result of a misunderstanding on the part of the Board 
of the nature and function of the irregular air carrier 

The Board’s statement of policy is based upon a fundamental fal- 
lacy; namely, that the role of the irregular air carrier should not 
include the performance of route type services. There is nothing 
inherently illegal or evil about the operation of route type services 
by irregular air carriers. Indeed, the Board’s statement of policy is 
a non sequitor in that it condemns all route type services operated 
by irregular air carriers and then proceeds to set forth the limitations 
on frequency of flights over specific routes. It would seem that if 
the whole is evil, then any part thereof must likewise be evil. 

The Board’s condemnation of the operation of all route-type sery 
ices by irregular air carriers stands in marked contrast. to the policies 
adopted by the Board with respect to cargo carriers. Cargo carriers 
like irregular air carriers, were unknown prior to the end of Worid 
War II. The cargo carriers began operating after the war pursuant 
to section 292.1 of the Economic Regulations, which is exactly th 
same regulation under which the irregular air carriers have operated. 
On May 5, 1947, the Board recognized that the cargo carriers had 
made a substantial contribution to civil aviation aaa granted such 
carriers the right to provide route-type service without regard to 
frequency of flights between points which they had been serving on 
a regular basis. Economic Regulations, section 292.5, adopted May 5, 
1947. When viewed in the light of its present salir, the Board said 
in effect that all cargo carriers who could prove that th ley had bee 
operating in willful violation of the Civil Ke ‘ronauties Act would be 
cranted the right to continue to violate the act, but that those who 

had oper —— in accordance with the act would be denied the ri 
continue in business. 

In nas to the exemption powers of the Board under section 416 
{the Civil Aeronautics Act, there is absolutely no distinction bet ween 


1 
rot to 
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cargo carriers and those engaged in the transportation of both cargo 
and persons. In our opinion the Board can put our limited program 
into effect within the present framework of the Civil Aeronautics Act 
in substantially the same manner as the cargo carrier program was 
effectuated. 

The present policy of the Board, while paying lip service to the 
irregular air carriers, actually recognizes no place at all for them in 
the aviation Pindlustiry, The Board contends in effect that its “ex 
perience” leads it to believe that such carriers can exist. under the 
proposed three and eight flight formula. On March 15, 1951, various 
members of the Civil Aeronautics Board appeared before the Com 
mittee on Interstate and Foreign Commerce of the Senate. In con 
nection with the so-called three and eight flight formula, the following 
testhmony Was given: 


The CHAIRMAN (Mr. Johnson of Colorado). Do vou think an irregular carrier 


an live under those conditions? (Three and eight flight formula. ) 
Mr. RENTZEL, I think he can * * 
The CHAIRMAN. How did you get that three? Did you reach up in the sky 
] wet it? 


Mr. RenvtzeL. Our staff worked it out from experience. 


Just what “experience” the Board refers to is certainly not clear to 
us inasmuch as we firmly believe that no executive of any irregular 
air carrier would testify that there is any chance whatsoever that his 
re Vy can survive under this pohe V. The solut ion to this problem 
is for the Board to recognize that irregular air carriers have a place in 
the aviation industry entirely separate and apart from certificated air 
lines or fixed-base operators. Unless the Board recognizes this funda 
mental! fact. there is no possibility that such carriers can survive. 

It shou d be noted that in the case of irregular carriers such as our 
company, t » Board sounded our death knell when it placed an abso 
lute ban upon the transportation of passengers in foreign air com- 
merce, It is sum ply IN pPossl ble for our OERPRRy to contim le LO Oper ite 
in the hope of obtaining exemption orders for specific flights. The 


time required to obtain such exemption orders in itself makes opera- 


tions under this system impossible, 

Moreover, it is the current policy of the Board to discourage the 
granting of any exemption orders for foreign air transportation. Thus 

e Board’s policy statement of March 22, 1951, said: 

No further exemptions will be issued to authorize transport charter operations 
except Where the regularly authorized trans-Atlantic carriers, United States or 
foreign, are unable or unwilling to provide reasonably adequate charter services 


at estublished charter rates 


Under this policy an irregular air carrier would presumably have 


to prove tothe Board that the Pp ieee which it intends to transport 
cannot possibly be ti ‘ansported | any United States or foreign air 


carrier. ‘This is obviously an eiieail le burden. 

The policy of the Gove rnment of favoring foreign air carriers, both 
schedule cl and hons cheduled, over American nonscheduled air car 
riers can be illustrated by our recent efforts to acquire additional ai 
craft to provide airlift for military personnel between and among 
domestic en installations. In this regard, we were interested 
in acquiring five Boeing Stratoliners owned by TWA. We were un 
able to purchase the planes because we ee not have enough money. 
The planes wer subsequent] sold to Aigle d’Azure—Blue Eagle 
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» French nonscheduled airline operating in Africa, for a total price 
of $ 550,000. The deal was hi undled through ECA and Marshall plan 
dollars were used to accomp a the sale. Just why a French non- 
scheduled airline operating in Africa should be allowed to use Mat 
shall plan dollars to scmalee: slecead: in preference to an American 
nonscheduled air carrier which intends to use the same aircraft to 
transport United States military personnel is not readily apparent 
to us. 

When the Civil Aeronautics Board issued its statement of policy 
with respect to irregular air carriers on March 2, 1951, it also issued, 
serial No, E-5166, an order which in effect granted an exemption to 
irregular air carriers to transport military personnel. ‘The prin = 
source of such military traffic is the transportation of personnel | 
tween and among domestic military establishments. Here again th e 
Board fails to understand the nature of irregular air carriers and to 
recognize the interlocking relationship between military and civilia 
traffic. ‘Thus, it is impossible for irregular air carriers to provide any 
substantial additional airlift for domestic military installations with 
out tapping civilian traffic for return loads. 

Some misinformed persons might suggest that irregular air carriers 

‘an survive in foreign air transportation by conducting bona fide con- 
tract services copes 4 the scope of the Board’ s econonie regul: itions. 
This suggestion is ludicrous to anyone who has had any practical 
experience in this field. Generally speaking, the Board takes the 
position that any flight conducted by an irregular air carrier consti 
tutes common carriage, and is therefore subject to the Board’s economi 
jurisdiction. 

Moreover, the State Department will not arrange landing permits 
for irregular air carriers at foreign points without preer approval of 
the Civil Aeronautics Board. Thus, the Board can and does prevent 
irregular air carriers from operating bona fide contract flights 1 
foreign air transportation by the indirect method of denying them 
landing permits at foreign points. 

We believe that the proposal submitted herein constitutes a realist 
approach to the problem of the irregular air carrier and that this 
program can be put into effect within the present framework of the 
Civil Aeronautics Act. If it cannot, then appropriate legislation 
should be enacted to accomplish the results recommended herein. 
Overseas is not asking for permission to operate a scheduled airline 
without first obtaining a certificate of public convenience and neces 
sity. Neither are we asking to be relegated to the position of a tixed 
base operator. We are neither a ce rtificated airline nor a fixed-base 
operator, and we simply ask that we be recognized for what we are 
and suggest that perhaps we may have a place in the aviation eee, 
Our proposal will not by any stretch of the imagination guarantee our 
economic survival. Our proposal s extremely limited. We do not 
take the position that the Civil Aeronantics Board or any present ot 
former members thereof have discriminated against irregular ai 

arriers, We do Say that the Board has consistently failed t 
stand the nature of these carriers and the substantial contributi 
which they have made and can make to national defense and to the 
le velopment of civil aviation. 
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In summary, I am appearing before this committee to urge that 
appropriate legislation be enacted by the Congress to permit the 
survival of irregular air carriers. 
Specifically what I have in mind is a three-point program. First, 
is the immediate lifting of the absolute ban on the hauling of pas- 
sengers in foreign air transportation, provided that the board could 
place some reasonable limitation—say 10 flights per month’between 
ny two pairs of points—on that privilege. 
Phe second point which I urge is the elimination of all limitations 
on frequency and regularity of “charter trips” operated by irregular 
air carriers in foreign air transportation 
For the first time, just a very short time ago, namely, March 16, 
1951. the Board defined charter trips. They did that, Mr. Chairman, 
in order to issue some regulations under section 401 (f) of the Civil 
Aeronautics Act which is the section of the act which gives the 
certificated airlines the right to provide charter services. So for the 
first time we have this definition by the Board of charter trips, which 
would be applicable to irregular air carriers operating in foreign 
air transportation. 
Phe third point, which we wish to urge, is that the Board institute 
hearings before an examiner—and | would like to repeat “before an 
examiner.” not before the Civil Aeronautics Board itself, but before 
an examiner of the Civil Aeronautics Board—to determine the extent 
to which this program which I have just outlined could and should 
be put into effect within the present framework of the Civil Aero- 
autre Act. | t] ink all of i can be put into effect within that frame 
work but if it cannot. then the Congress should know that to be a 
ind appropriate legislation should be enacted. 
Pending such hearings or at the econelusion of such hearings, the 


j 


Board should suspend proceedings under what is known as section 
P9116 of the Ki onomic Regulations. These proceedings relate to the 
granting of individual exemptions to irregular air carriers, as opposed 
ot blanket exemption now in effect. 

I think in order to understand this problem and what we are advo- 
cating, you have to know a little bit about the history of irregular 
earrie) nder the Civil Aeronautics Act. When the act was passed 
in 1938, there were really only two classes of air carriers. There were 
rtificated air carriers who were obligated and under legal obliga- 
tion to operate adequate service over fixed-route patterns. Then, on 
the other hand, there were fixed-base operators which were engaged in 
the flight-training business, the sales and service of small aircraft, et 


* World War Il there came into existence 
iss of alr carriers which is now known as 
! ! hese carriers have operated transport-type 
aircraft over routes, but not on a fixed basis. The carriers have no 
legal obligation to provide adequate service over any particular route 
lary receive none of the benefits of the mail-pay provi 
sions of the Civil Aeronauties Act. 

Now the Board, back in March 1945, suspected that there might 
come into existence after the war such a class of carriers as I have 


] ] 
and as an core 


t 


just deseribed, and accordingly the Board held a hearing before an 
h 1945 to investigate the situation. | 


> 


examiner of the Board in Mare 
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would like to repeat what the Board said at the conclusion of its 
nvestigation and in its opinion: 


Thus we have no direct information with respect to the extent, scope, or chat 


acter of this service. 


Now the reason they had no information, as set forth in their opinion 
was because the people who finally started operating these services 

ere, To a large extent. in the military service and overseas at the 
time these hearings were held. 

Now, Mr. Chairman, this proceeding known as the Investigation of 
Nonscheduled Air Services, which was Docket 1501. is the only com 


that has ever heen held on this subject 


rehensive factual hearine 
[f anybody at the Civil Aeronautics Board wants to quibble and 


igage In legal gymnastics, they can point to a lot of other proceed 


nos whi h have been held before the Board. Ll have listed those in 
iv basic statement. Tlowever, they were not hearings before an 
ex:uminer of thr Board. Phere was ho opportu t\ to present factual 
adata. There was ho Opportunity to cross-examine Ww itnesse . anG 
els TO Mie they have accomplished vers little. 

Furthermore, there has never bee) any type 1 pre eeding whi 
as been concerned with the role of the Irregular air cal rier ¢ perating 
n foreign air transportation. Despite the fact. the Board has see 
fit to place an absolute ban on such rvice by irregular air carriers 


Phat absolute ban remains in effect today. 

The company | represent pre pally ()verseas National Airway 

one of the five prime contractors operating on the Pacific airlift. 
We operate five DC | are rat al dl our meomMe from that operat On, 
assuming it woes on until the lst of next July, will he someyv here } 
the netohborhod ot SO.O00 000, I would like to pont out that the An 
conch Association claims that all of their members generate a total 
business of around S25 000000, so we ourselves represent, from the 
tandpoint ot total bus Hess, u fair percentage of the total bus rie 

We transport passengers and cargo under the supervision of the 
military. Thrée of our aircraft are equipped for the hauling of 
wounded and we are now engaged in that buisness to a great extent 
These planes are, of course, flexible. They can be transferred upon 24 
hours’ notice from litter ships to passenge: ships. 

As I will explain in a few minutes, the irregular air carriers operat 


ng in foreign air transportation cannot possibly survive under the 


present policies of the Civil \eronaut cs Board. | would like t< point 
out that if the Russian timetable in Korea had been delayed as much 
as 3 months, Overseas National Airways would have been out of bus 
ness and this whole proceeding would have become very academic 
is far as we are concerned, and we believe that same situation applies 
to the others who are operating in foreign air transportation. 

The Civil Aeronautics Act directs the Civil Aeronautics Board to 
consider the interests of national defense in administering the act. 
Phe Board has seen fit to place substantial emphasis upon nati 


weTense mn connection with appli ntrons for eertifiente of CONnVeN! 
} } } = 7 


ind necessity. However, to the best of my know edae, if ( 


aone so in the case of considering the role of the irregular air Carriel 
l] forelon air transportation. However, this problem has been Con 
dered byy agencit othe) that the Civil \Leronaut cs Board It hye 


HEN the consistent poli \ of the Department ot National Defense to 
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assist and encourage the development of the air transportation in- 
dustry as a necessary supplement to national defense. 

The reasons this is a good and basically sound policy are several. 

In the first place, this creates a large reserve of aircraft which are 
immediately available to the military in the event of a national emer- 
gency. Secondly, it creates a reserve of trained pilots, mechanics, 
and other flight personnel without costing the Government a cent. 
The policy also helps familiarize American flight crews with foreign 
oper: ations. And there are other indirect be nefits of the policy, such 
as the creation of extensive overhaul and maintenance facilities which 
are available for work on military aircraft. As Mr, St. Phalle points 
out, people in this business can go into the flight training program. 
We are also interested in getting a contract from the Air Force to 
train Air Force flight personnel. If we had been out of business, 
obviously we could not go into that. 
The President's Air Policy Commission, which is an erudite and 
astute study of the entire civil aviation business and which was 
endorsed by practically everybody who is familiar with aviation, con 
cluded exactly the ee thing, that the policy of the Department of 
National Defense in this regard is basic ally sound. 


Now, Mr. Chairman, this program if we assume that the needs of 
the national defense, or rather if we assume the regular air carrier 
serves a goreal need insofar as national defense 1s concerned, we can- 


not substitute for that program a system whereby we just encourage 
the certific ated airlines. 

I have stated in my basic statement the economic reasons for that. 
I think the principal economic reason is that the certificated airlines 
are veared to the mal pay provisions of the Civil Aeronautics Act 
and hence Cannot as a practical matter mahtam any large reserve 
alreratt. 

Senator SparkMAN. Mr. Lear, let me see if this does not summarize 
It: You think that the. onscheduled carriers, the noneertified carriers, 
have a very definite scheme in our transportation requirements. 

Mr. Lear. That is right. 

Senator SPARKMAN. You think that adequate provision can be made 
for them under existing law. 

Mr. Lear. That is right. 

Senator SPaRKMAN. But in the event it is found that adequate pro 
vision cannot be made for them under existing law then you think the 
law ought to be amended to take care of them. 

Mr. Lear. That is right. 

Senator SparkMAN. Doesn't that not pretty well summarize your 
statement ¢ 

Mr. Lear. That is right, except for the supporting reasons. 

Senator SparkMAN. I only try to summarize because it is 5 minutes 
to 1v and we have one other withess., 

Mr. Lear. Let me just make one further statement: I would like 
for the record to show that the trregular air carriers operating in this 
Pacifie area which repre ent less than » per ent of the Nation's total 
ur fleet. have proy ided 50 percent of the tot; re _— 

IT have inn V statement the reasons Why it s possible f or them to 
do that. I think that is Important, 

senator SPARK MAN. | hey have pro) ided SO pereent of what ¢ 
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Mr. Lear. Of the total lift on the Korean airlift. Five percent of 
the Nation’s air-transport fleet has provided 50 percent of the lift. 
Now the reason that is true and the reason it has been done are basic 
economic reasons which IT have set out in my basic statement. 

As a second point I would like to again call attention to this cor 
clusion which I think summarizes it: 

We believe that the proposal submitted herein constitutes a realistic approac 


to the problem of the irregular air carriers and that this program can be put into 


hy 





effect within the present nework of the Civil Aeronautic Yet If it cannot 
then appropriate legislation should be enacted to accon sh the result 

mended hereil Overseas is not asking for permission to operate a scheduled 
airline without first obtaining a certificate of publ ic convenience gnd ecessity 
Neither are we asking to be relegated to the position of fixed-ba 

We ure neither a certificented airline nor a fixed-buse perarol and we sil ipl 
ask that we be recognized for what we are and suggest t if perhaps Wwe mm 
have a place in the aviation family Our proposal w not by any stre 

the imagination guarantee onr economic survival Our prop extreme 
limited. We do noc take the position that the Civil Aeronautics Board or any 
presel or former members thereof have discriminated against irregu 
arriers. We do say that the Board has consistent failed 1 inders ‘ 
nature of these carriers and the substantial contribut Which they have made 
and can make to national defense and to the development of ¢ avia 


Senator SparkMan. Thank vou very much. Mr. Lear. 


Now. Mr. Smith 
STATEMENT OF CY H. SMITH, PRESIDENT, MODERN AIR TRANSPORT 


Mr. Svarru. What IT have to say will not take 2 minutes As I said 
by fore, nis name is ©, HI. Si t | : and | wm president of the Moder 
Air Transport, with head offices in New York. 

What | had come here prepared to talk about has uli Lay been Said 
for me, ‘To repeat what has been said would prove h oh ly repetitio 

Senator SpARKMAN. [| endorse what the others have sai 

Mir. Suivi. I endorse what the others have said today. 

senator SPARK MAN. You think there is a detinite pl ce our tral 
portation field for irregular carriers, 

Mr. Surru. Tam positive of that. 


Senator SPARKMAN. Do you agree with the statement that has bee 
made from time to time that it is not compet tive with the s eq 


carriers ¢ 

Mr. Surry. I do endorse that idea entirely. 

Senator SpaRKMAN. That the traflic ordinarily carried by the irreg 
ular carriers would not normally be expected to travel o1 the recularly 
scheduled lines. . 

Mr. Smiru. Positively I do say that. 

Senator SpaRKMAN. Do you have anvthing further? 

Mr. Smiru. I would like to thank you very much for having been 
Instrumental in getting us one short reprieve. Our death knell would 
have been sounded on the 6th of this month and I understai . aue to 
your kindly help, that vou were able to fet us an extension unt the 
6th of May. 

Senator SpaARKMAN. Thank you very much. 

Mr. Sari. Thank vou, Senator. , 

Senator SPARKMAN. We will stand in recess until 10 o'clock tomo 
row morning, at which time the Civil Aeronautics Board will testifs 

(Whereupon, at 12 noon, the committee recessed to reconvene at 


lOa.m., Wednesday, April 25, 1951.) 








ROLE OF IRREGULAR AIRLINES IN UNITED STATES 
AIR TRANSPORTATION INDUSTRY 


WEDNESDAY, APRIL 25, 1951 


UNIrep STATES SENATE, 
SUBCOMMITTEE ON IRREGULAR AIRLINES OF THE 
SELECT COMMITTEE ON SMALL BUSINESS, 
Washington, D), ( 

Che subcommittee met, pursuant to recess, at 10 a. m., in room LT, 
Senate Office Building, Hon. John Sparkman (chairman of the sub- 
committee ) presiding. 

Present: Senator Sparkman. 

Also present: Laurance G, Henderson, staff director. 

Senator SPARKMAN. Let the committee come to order, please. 

We are gli ad to have you ge ‘ntlemen from the Board up here. I hope 
we are not working any inconvenie hee Upon vou, 

Board member Josh Lee spoke to me the other day and told me he 
Wits going to be out of town, but we are very hi Lippy to see the rest of 
you here. 

There has been a representative of the Board sitting in on the hear 
ings. I know that he has heard the various testimony that has been 
given. I assume that he has given you a report. 

[ will be very glad if you will just proceed and make any statement 
you want to, any of you or all of you, and then perhaps after that is 
over some questions may be rais sed which have not been answered. |] 

ll be ve ry gli id to ask you some questions. 

Would you go ahead and just run it the way you would like? 


STATEMENT OF DELOS W. RENTZEL, CHAIRMAN, CIVIL AERO- 
NAUTICS BOARD; ACCOMPANIED BY OSWALD RYAN, VICE CHAIR- 
MAN, JOSEPH P. ADAMS, AND CHAN GURNEY, BOARD MEMBERS 


Mr. Renrzev. Thank you, Mr. Chairman. The Board has asked me 
to make the major statement for the Board, Mr. Chairman. I have 
i written statement which I think answers many of the questions which 
have been raised by the other partic ipants. 

Senator SPARKMAN, Do you have copies? 

Mr. RENTZEL. No. sir: I have one which I can leave with the com 
mittee, but we will provide more if you wish. 

Senator SpARKMAN. That will not be necessary. It will be part of 
the printed record. 

Mr. Renrzev. The statement. is contrived to give the b road outline 
ind the policy back of this decision, as well as some of the history 
vhich I think may be interesting to the committee. 


io 
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We hope also it will answer many of the questions raised by some of 
the previous witnesses. 

I would hope that in view of the fact that other witnessés will follow 

Mr. Chairman, that we may have either an opportunity to extend 
our remarks, so that the committee may have answers to any questions 
raised there from our point of view, or to appear before you again, if 
you wish, or in some other fashion for the Board to be heard on any 
other matters. 

Senator SpaRKMAN. We will be very et: te to do that. In fact, if 
there are any additional questions raised, we naturally would like to 
have the answers to them as we proce ed, 

Mr. Renrzev. That is fine, Mr. Chairman. We would like to have 
Linat privilege. 

If | may proceed, I would like to read this statement. I would also 
like to make a couple of points in addition to the statement as we get 
rround to an ap propri: ite point and then we will, of course, be glad 
to answer any questions, 

We will answer any question nus we proceed, ot COUTSe, 

If you wish to ask the other Board me imbers quest 10) 5. they are pre 
pared toanswer. 

Senator SPARKMAN. Very well, s 

Mr. Renrze.. Before discussing some of the specific arguments 
advanced by the large irregular carriers, it should be helpful to the 
olmimiittee to ——— what the Board's reoulation provides, 

In the first pl ace, the Board has provided that any large irreeula 
irrier holding a letter of registration can operate as many as three 
round trips in any 4-week period between 11 pairs of points, such as 
New York-Los Angeles, New York-Miami, New York-San Francisco, 
d so forth. 


This means that between these large traffic seement points any 


single carrier would be able to operate as many as 66 one-way flights 
uring the course of the month providing the frequency between any 
pair of points did not exceed three round tr Ips. 
In addition, with respect to all other pairs of points in the United 
States, and including points in Puerto Rico and Alaska, a large 
egular may operate as many as eight round trips in a 4-week period. 
| t Ss type ol service, the Board’s regulation prohibits the setting 
of a pattern of operation since the flights must continue to be irreg 
ir, Which is the classification of the carriers. It can easily be seen, 
herefore, that when the large irregular carriers are considered as a 
le, an abundance of service between all points in the country es 
heen permitted. The » Board feels. however, that it cannot permit the e 
ce] es as regular route-type operations as will be herinafter ex 
s ily, in an effort to enable the large irregulars to devote a part 


operations to the military services, the Board has provided 
§-month period that large irreculars may engage in interstate, 
<PAS, OF hace ign air transportation of persons and property with 
tation as to frequency or regularity pursuant to plane-load 


ts with any de se nt of the Military Establishment and that 
e jarge irreguiars can, by mutual arrangement among themselves, 


formed military personnel traveling at their own expense to 
tary bases 1f the foregoing three- and eight-trip limita 
rved by each individual carrier. 
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In other words, we approved an association. As a matter of fact, 
there are two associations; this association generally, which has been 
here, and another association, Military Air Transport Association, to 
carry an unlimited amount of goods and personnel under the contract 
from the military, as well as pooling among themselves to provide 
service to furnish load or service personnel in uniform between mili 
tary bases on a 3-per-month basis between any two points or an 5-pet 
month basis between any points not designated as the heavy tratli 
segment. 

Senator SPaRKMAN. May I inquire right there, you say you permit 
them to carry an unlimited amount of personne! and freight, n uilitary 
personnel and frieght, and then you say you limit it to three a month. 

Mr. Renvrzev. | distineutsh that, Senator. 

Senator SPARKMAN. Yes: that is what I do not get. 

Mr. Renrze.. If they are operating under military contract, they 
can operate without limit of frequency. In other words, if any 
department of the ns Is contracting for the service, there is no 
limit on the frequenc 

If they are carrying furloughed personnel between military base 
we have approved an association which, working with the military, 
can arrange to schedule flights between military bases, or military 
personnel on furlough, but in that instance each individual carrier is 
bound by the limitation ot three trips a month between any two points 
of the 11 routes designated as high-traflic-density points, or eight 
trips at other points. 

Senator SPARKMAN. In other words, the distinction is between mil 
tary personnel on furlough, who arrange their own individual fleht 
and contract ¢ arrving for the milit: ary ¢ 

Mr. Renrzev. That is correct. 

Senator SpARKMAN. All right. 

Mr. Renrzen. It seems to us that the Board’s regulation gives thi 
large irregulars as much freedom of operation as can reasonably be 
expected and that those carriers who are not re on the pet 
formance of unlimited route-tvpe operations should be able to survive 

The large irregulars contend, as near as we can shan e, that they 
should be permitted under exemption order to operate route-typ 
services between high-tratlic-density points without ee restri 
tion on frequency and without being required to operate precisely o1 
schedule, but without restriction in this regard. 

I might say on that we have had quite a number of hearings. Since 
I have been on the Board, we have had two at which we have discussed 
this matter with the large irregulars, and the only thing we have been 
able to feel after hear Ine them is that the Vv want the ability to operate 
route-type services between high-traflic points or high de nsity-tratlic 
points without regard to frequency. 

It seems clear to us that what is desired ! rv these carriers is nothing 
less than regular route-type operations without a certificate. Primary 
irguments advanced by the large irregulars supporting their requests 
are: 
The large irregulars provide a low cost service which Cannot he 
matched by the certificated carriers. 
The public served by the large irregulars is not the same as that 
served by the certificated carriers and hence the certificated carriers 
would not be injured by allowing the large irregulars to operate. 
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8. Present highload factors indicate certificated carriers cannot 
ee ately meet the need for air transportation. 

The large irregulars have pioneered in the field of low-cost air 
tre wnspont ition and should not now be put out of business. 

The Government encouraged the purchase of aircraft from sur- 
Pp reel by the large irregulars and should not prohibit the use of such 
aircraft, 

Before proceeding specifically to comment on the foregoing argu- 
ments, it might be well to advert briefly to the history of the non- 
certificated carriers and their relationship to the certificated carriers. 
Prior to the enactment of the Civil Aeronautics Act of 1938, there was 
no provision in the law which required economic operating permission 
from the Federal Government before a new airline could start in 
business. The field was open to all who chose to enter it, and any 
organization possessing adequate aireraft and facilities to meet the 
safety standards of the Federal Government could start operating an 
airline between any points it wished, 

\t that time, however, this opportunity was not a gold mine, since 
with the equipment then available economic operations were almost 
impossible without Government aid. This aid in turn was furnished 
by the Government in the form of mail contracts which were entered 
into by the Postmaster General with those operators submitting the 
lowest responsible bids on a particular route. 

During the middle thirties, the air-transport operators, recognizing 
the need for protection against the chaotic conditions which had arisen 
in the industry, actively campaigned for legislation which, among 
other things, would (1) give some measure of stability through pro- 
tection against uneconomic competition over the routes operated; 
and (2) afford a sounder basis for subsidizing operations which were 
necessary in the public interest. 

The Members of the Congress and officials in the executive branch 
were equally desirous of obtaining appropriate legislation, with the 
result that the Civil Aeronautics Act became law in 1938. This pro- 
vided, through the mechanism of certificates of public convenience 
and necessity, a framework within which competition was limited 
and controlled in the public interest. 

. the time of the enactment of the act, there were only two classes 
of air operators—the first were the airlines which performed regular 
spice service and generally carried the mail pursuant to the 
contracts already referred to : deove the second were the small fixed- 
base operators possessing small airplanes, which they used primarily 
in short-haul, demand-type charter operations and without Govern- 
ment support, 

Since both types of operators were common carriers under the deci- 
sions of the courts, the Civil Aeronautics Act encompassed both in its 
regulatory scheme. However. the Congress incorporated in the 
law a provision permitting the Board to exempt air carriers from the 
economic provisions of the act where their operations were of such 
limited extent or were affected by such unusual circumstances that 
the economic requirements—including the requirement for holding a 
Federal certificate of public convenience and necessity—would be an 
unilue burden upon them. 

Thus, at the outset of Federal economic regulation of air carriers. 
the solution was easy. It was to require all airline-type operators 
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to hold certificates of public convenience and necessity and to exempt 
the operators of the small airplanes from the economic provisions 
of the act so as to permit the continuance of the irregular type of 
service they then performed. The difficulties with this approach 
rose shortly after the end of the war. 

The availability of transport-type aircraft, trained personnel to 
operate them, and a strong public demand for air transportation whiich 
the certificated lines were then not complete ‘ly able to fill combined 
to make the air-tr: ansport field a very attractive one for the wat 
trained pilot. The service which these new operators desired to 
perform was essentially a route-type service which, under the pro 
visions of the act and the Board’s then-existing regulatory policy, 
could be provided only after a certificate of public convenience and 
necessity had been obtained. 

However, they attempted to fit their operations into the framewon 


of the earlier exemption regulation. The subsequent history is wel 
known to the committee, with the Board on the one hand attempting, 
through regulatory and enforcement action, to keep these vital new 


carriers to an irregular and demand-type operation and the carriers 
on the other hand attempting to provide as regular a service as 
possible. 

The Board, in tightening up its irregular air-carrier regulations 
in order to meet the problems posed by the growth of the large irreg 
ular carriers, also imposed restrictions on the small fixed-base ra rat 
ors, the type of irregular operator which the act envisioned at tli 

ime it was passed and the only type that could exist at that time 

We have now reexamined this policy with respect to the small 
rregulars—that is, the charter and irregular operator operating out 
of a base with small aircraft-—-and on February 14, 1951, the Board 
ipproved for circulation to the pub lie a propos sed regulation whicl 
would permit regularity of operations within the a ntal Unite 
States of aircraft operators utilizing equipment of less than 12.500 
pounds, 

In issuing this regulation for public comment, it was the Board 
belief that these small-aircraft operations were primarily auxiliary 
to, and not in competition with, those of the certificated air carrie 


Costwise, their operations will be considerably more expensive and 
their service in eeneral will be less reliable than is the case with the 


ertificated Sear 

The small air carriers will perform basically an air-taxi-type set 
ce from poiitts on airline routes to communities not now served by 
ir tr ansports ation. We now believe that this activity should be 
N mitted on a recular basis in order that the utmost advantage and 1 
fulness may be obtained from the small irreguiars in happy malian 
tion with our existing certificated air-transport system. 

In considering these arguments you have heard, the committee 
hould bear in mind that the Civil Aeronautics Act of 1938 provides 
that no air carrier shall engage in air rene without a certif 
icate of publie convenience and necessity issued by the Board after 
the Board has found a public need for the service and has determined 
that the applicant is fit, willing, and able to provide the service. Thi 
Board is authorized to exempt carriers from the pron isions of the act. 
including the requirement of a certificate when the Board finds that 
the enforcement of the act is or would be an undue burden. or 


\ 








SO ROLE OF IRREGULAR AIRLINES 


such air carriers or class of air carriers, by reason of the limited extent 
of, or unusual circumstances affecting the operations of such air carrier 
or class of air carrier, and is not in the public interest. 

Therefore the basic concept of the act is that air carriers operating 
over regular routes shall hold certificates from the Board authorizing 
their services, predicated on proof of public need for such services, 
which proof would be subject to cross examination of and rebuttal by 
interested parties. 

Carriers already in the air-transportation business are protected 
from uneconomic competition by virtue of the fact that the Board 
must pass on each new application. The large irregulars came into 
being under a general exemption which was designed to permit 
sporadic or occasional services, but it was never intended or designed 
to permit route-type operations. 

The Board feels that the policy and law of the act are correct and 
that entirely new systems of air transportation should be brought into 
being only through the certification process. The act provides for 
the subsidization of the air-transportation system of the United States 
until such time as it can stand on its own feet economically. It is the 
duty of the Board to enable the air carriers to reach economic self 
sufliciency as soon as the economics of air transportation will permit. 
The creation of an entirely new and duplicative air-transportation 
system is not consistent with the basic requirements of the act, nor 
the policy of the Congress as expressed in the act. 

With respect to the specific points raised by the large irregulars, 
the following comments should be made. 

1. Cost of service: The large irregulars do prov ide a low-fare serv 
ice. They are able to do this for the following reasons : 

(1) They need not fly unless they have full loads. Certificated 
carriers must maintain their schedules regardless of load factors. 

(2) The large irregulars are not required for sporadic or occasional] 
flights to provide dispatching systems or communications systems 
which are required of the certificated carriers operating regularly. 

Senator SpaRKMAN. Would you explain your number (2) ? 

Mr. Renvzev. The large irregulars use the communications facili- 
ties of the Civil Aeronautics Administration largely and are not re- 
quired to have a dispatching system, which is ground control of trafic 
movement of their flights for safety purposes and double-check pur- 
poses on pilot personnel. 

The large irregulars are able to exist almost entirely on the public 
facilities provided by the Civil Aeronautics Administration. 

We require, in addition to these basic facilities provided by the 
CAA, a separate communication system operated under the control of 
the certificated carriers to provide communications in flight service 
to their aircraft in flight for dispatching reasons at all times. That 
is a separate system above and beyond the public facilities furnished 
by the CAA, 

I want to make it clear that I am sure that the large irregulars do 
have some Communications, ground to air, of their own, but the thing 
I am speaking of is the safety communications required of the certifi- 
cated carriers because of their regularity of operation over a particular 
route. 








elt 
rier 


ing 


ANY 


Ces, 


| by 


‘ted 
ard 
hto 
mit 
ned 


und 
nto 
for 
ites 
the 
elf 
nit, 
ion 
hol 


hat 
ed 


do 
ing 
ifi- 
lar 


ROLE OF IRREGULAR AIRLINES Ss] 


Senator SparkMAN. Let me ask you this: Does that mean that over 
here at the Washington Airport there are one dozen certificated car 
riers operating? Does each one have its own radio equipment é 

Mr. Rentze.. To some extent that is true. All of the communi- 
ations stations are owned, technically, by Aeronautical Radio, which 
is a creature of all airlines. I might say not only of the scheduled 
\irlines, but they have a substantial number of irregular lines, and 
large corporation craft use the facilities, as well as several hundred 
private fliers who want to make use of the facilities. They are auxili 


ary to the Civil Aeronautics Administration communications system. 


To a large extent the facilities have been duplicated. By that I 
mean Eastern Air Lines will have its communications station, Ameri 
ean will have its communications station, and the larger carriers ae 
theirs. ‘They, in turn, are operating under a license from Aeronaut! 
Radio and quite frequently provide service to other carriers, such as 

\ll-American Airways, and others. 

Senator SPARKMAN. roa a contract basis ? 

Mr. Renrzev. Yes, s 

Senator SPARKMAN. ‘AMI right. 

Mr. Renvzen. (3) The large irregulars have in the majority of case 
heen able to lease aircraft from the armed services of the United States 
at figures as low as $300 per month, which would not begin to meet 


the depreciation charges of regular carriers paying normal and usual 


prices for their aireratt. Consequently, the large Irregulars have tl 
cost advantage in this respect. 

The certificated carriers have also taken advantage of the ability t 
lease aircraft, so T do not mean to imply that the large irregulars are 
the only ones. [am saying this in connection with reasons why they 
an operate and offer a lower fare. As a matter of fact, there a 7 
15S aireraft on lease to the airlines by the Air Force: 62 are leased to 
the scheduled airlines and 96 to the nonscheduled airlines. DC-4 air- 
craft is leased for 85,000 a month and C—46 aireraft for 8300 a month 
Che scheduled airlines have 13 DC—4’s and 34 C—46’s: the nonscheduled 
urlines have 26 DC—4’s and 70 C46 aircraft. Percentagewise, th 
non-scheds own much less of their fleets than do the certificated carrie: 

(4) We have found it true in air transportation that the two most 
important factors in costs are density of traflic and length of haul. 
The large irregulars take full advantage of these two economie tru 
isms. They serve the select traflic points, providing maximum long 
haul passenger potential. They are not required to serve higher-cost 
intermediate points where passenger potential is low. The proceeds 
made by regular carriers from their best traflic routes go to support 
their weaker traffic routes, and, as in any transportation system, thi 
enables better service to the entire country at cheaper cost to the Gov 
ernment in form of subsidy support. 

By way of illustration, large irregulars generally do not have per 
sonnel stationed at points other than heavy traflic centers. such as New 
York, Chicago, Los Angeles. Miami, Puerto Rico. Seattle. and so 
forth. 


It appears clear that if the Board were to turn the certificated car 
ers loose and let them operate het ween major tratlic centers under the 
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same circumstances and conditions as the large irregulars operate, the 
certificated carriers could meet the fares of the large irregular carriers. 
But this would imperil the reasonable fare structure for the United 
States as a whole and would result in considerably increased Govern 
ment support to its air-transportation system. 

2. New potential served by large irregulars: It is doubtless true that 

some of the passengers carried by the large irregulars could not afford 
or would not buy air transportation at the fares charged by the certifi 

ated airlines. This is, of course, a pricing problem, and the ultimate 
objective of the Board is to bring air transportation within the reach 
of most travelers in the United States. But this must be a gradual 
process, and the United States cannot afford to take a chance on wreck- 
Ing its air-transportation system and increasing the need for Govern 

ment support through increased subsidy of portions of the air- 

transportation system with insufficient tr aflic potenti: al to justify lower 
tariff rates. The number of regular users of any public utility or 
transportation company could be increased by lowering the price for 
the p roduct. However, it is accepted transportation economics that 
the price of the product must be ke ‘pt at a level sufficiently high to meet 
cost of the entire system and return a fair profit. In a sense, then, the 
passengers who profit from a fare which is actually below the reason- 
able cost for the service do so either at the expense of the Government 
in the form of subsidy support or other passengers at points with less 
tr ulic potential. 

3. Present high-load factors: It is quite true that on some segments 
of the ee States air-transportation map the load factors of the 
certificated airlines are high, and in some instances delays are experi- 
enced “a it reservations can be confirmed. The certificated airlines 
are meeting this problem by the addition of schedules as equipment 
becomes available. The answer to the problem is the provision of more 
schedules by the certificated airlines which can and will be done under 
Board direction and not permission for illegal and unauthorized 
operations. 

Again I am referring to the route tvpe of operation. 

| might add here, Mr. Chairman, that one of our current problems 
is mobilization. We are endeavoring, in cooperation with the mili 
tary services and under authority of the Defense Production Act, to 
develop a mobilization plan for the entire air transportation system— 
the civil air system. In that we are expected to provide for a num 
ber of aircraft, four-engine in nature, to be turned over to the mili- 
tary for contract operation on M-day. That is a large number. We 
are encouraging as a byproduct of that the procurement of additional 


aircraft by the scheduled airlines having the principal burden of pro 
viding this auxiliary fleet so that on M-day we can still maintain 
a civil air system with some degree of high performance, based on 
an ine ed utilization of aircraft, as well as increased efficiency and 
density of seating. 

At this moment. the scheduled air carriers have an order for de 
livery in 1951, 112 new aircraft; 146 in 1952, and 19 new aircraft in 
1953. 

The addition of these aircraft will approximately double the seat 
ing capacity of the scheduled airlines of the United States in the 
next ?4 months We therefore, feel that the problem must be looked 
at as an over-all problem. 
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the In that connection we had hoped that the large irregulars could 
ers. provide a substantial military lift through the arrangments which 
ted | previously mentioned, by permitting unlimited operation under 
rn Government contract, and by permitting furlough traflic to move 

through an association which we have approved, or two associations, 
hat rather, of irregular carriers, so that more or less regular service to 
ord furloughed personnel between alr bases would be provided by the 
tif group as a whole. 
rate Senator SPARKMAN. Yesterday there was a brief statement given to 
ach us by Mr. Heacock telling of the breaking of a contract for the move- 
ual ment of military personnel after the arrangements had been made 
ck and the equipment had been assembled. Part of it had actually been 
rn transported, Il believe. 
air Do you have any comment on that? Did you see a copy of the 
wel statement ¢ 
or Mr. Renrzev.. 1 saw the statement, Mr. Chairman, but I am not 
for familiar with the circumstances. 
hat Senator SpARKMAN. I realize it was not in your department. He 
neet said it was interference in the Defense Department. 
the Mr. Renrzev. That may be or may not be true. We had arranged 
son with the Department of Defense Transportation Oflice—we ha 
ent worked out this policy with revard to the utilization of irregular ear 
less riers, with them, in order to make full utilization, in our opinion at 
least, of the irregular potential, insofar as military traflic movement 
ents sconcerned, If there is discrimination in the military traffic service, 
thre I do not know about it and. of course, we will look into it. 
erl- Senator SparKMAN. The statement was made that it was 
ines military. I just wondered if you were familiar with it. 
rent Mr. Renrzev. I had not heard that statement before it appeared 
Lor" here yesterday. 
den Senator SparKMAN. The fact is that it just happened. Thi 


ized dent he told about had just happr ned a day or two before or was i 
the process of happening then. 

Mr. Renrzev. Of course, we would have no control over the m 
tary’s use of these facilities. Our job was to make them available, 


"il; give them authority to operate and thereby give the military the 
en opportunity to use the irregular carriers, as well as the regular 
a carriers. 

oon Senator SparkMAN. I realize that. 

nil Mr. Renrze.. I will sav this, that the milit ir\ had shown a CS 


We large degree of interest in the utilization of irregular earmers for thi 
furlough trathe movement because it cid not feel that the si heduled 


Ona 

ae rlines with their commitments to meet schedules would provide suf 

tain ent aircraft to meet this abnormal flow on the week end. usuaily, 

on Hetween ar bases, 

and |. Pioneering: It is true that the large irregulars have given in 
etus to the promotion of low-cost alr tran portation, Had then 

de efforts in this direction been confined to the meeting of sporad 

til occasional needs, the Board would have had no difficulty with their 
ontimnued operation. The fact is, however, that despite repeated 

eat inings and enforcement activities by the Board, many of the larg 

thi rregulars have violated the Board’s regulations designed to permit 

Ke the large irregulars to operate W ithin the area which would not amount 


Pa duplication of the existing an Trans] ortation systen eC] iy Tie 
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large traflic centers. Ifa bus company using war surplus busses were 
to attempt to go into business between Washington and New York 
onl) during rush hours and only when it was able to secure a load at 

i fare considerably below the prevailing tariff approved by the Inter- 
= ite Commerce Commission for bus travel between Washington and 
New York, it would undoubtedly be able to attract a substantial num- 
ber of people who would not ordinarily travel between Washington 
and New York at regular bus rates. 

5. Government encouragement: This argument appears to have no 
validity whatsoever. It was entirely clear under the Board’s regu- 
lations that the only ¢t type of service whie h could be oper ated without 
a certificate was the irregular or spasmodic type of service. There is 
and has been a legitimate field 3 in the United States for such a service 
and some 15 large irregulars have been given clean bills of health by 
the Board to operate those services. The Government might well en- 
courage people to purchase war surplus supplies for their own use, 
hut it contemplates a legitimate use of such supplies. The Govern- 
ment may encourage people to buy busses but that does not mean that 
the purchasers are encouraged to operate busses in regular bus service 
1 Se ition of the law. 

» Board has leaned over backward during the past several years 
in an alien to find a solution to the problem of the large irregulars. 
Vhe large irregulars have repeatedly failed to offer any suggested reg- 
ulation which would permit them to operate legitim: ately other than 
as route-type operators without subst: oa frequency limitations. 

I will modify that, Mr. Chairman. I understand one or two of the 
carriers appearing here yesterday or the day before did offer some 

uggestion as to the number of trips or frequency of service which 
might meet their problem and would prov ide some limitation. 

The Board believes that the policy it has announced is consistent 
with, the best interests of the present and future air transportation 
system of the United States. At the same time, however, the Board 
is willing to consider any reasonable proposal which would be con- 
sistent with the performance of its duties under the Civil Aeronautics 
Act. ‘The Board’s regulation has been termed a “death ediet” by the 
large irregular carriers. 

It is indeed a death edict for those who have consistently violated 
the Board’s regulations and who propose to continue violating the 
Board’s regulations. It is not a death edict, but constitutes permis 
sion to remain in business to those who have been or will be found 
by the Board to have complied with the intent and the letter of the 
Board’s regulations 

Mr. Chairman, that concludes my prepared statement and we are 
prepared to answer any questions. 

Senator SPARKMAN. | appreciate the statement vou have given and 
it seems to me that you have dealt with most of the problems that have 
been raised so far. 

A very strong point has been made with reference to the type of 
the traflie. We were shown a picture here yesterday showing the 
people who are flying and it seems that most of this traflie which 
moves by the irregulars consists of people in the low-income group 
who, they contend, would not ordinarily use regular air transportation 
and therefore that they are hot competitive. 
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Furthermore, they maintain they are developing traflic in a field 
that will require development. 

You made the statement that you felt that was not correct, but I 
do not recall just how you backed it up. Has a survey been made 
by the Board to ascertain those facts ?@ 

“Mr. Renrzev. With regard to the type of traflic 

Senator SrparKMAN. Yes. 

Mr. Renrzen. I do not believe I said it was not true. 

Senator SpaARKMAN. You said something that made me think you 
vere refuting that argument, but, as I say, | do not remember that 
you gave any definite facts to back it up. lt is in the early part ¢ f 
vour statement. 
~ Mr. Renrzen. I certainly meant to say that there is some truth in 
the fact, without question, that they have developed a new field of 

cost traffic and I was explaining why they were able to do that 

Senator SparkMAN. Yes, I remember that, but I thought you sa 
that you did not agree with the argument they made that the type of 
trae that they were Carrying Is th , tVvpe that would not ordn wiiy 
travel the regularly scheduled lines. 

Mr. Renrzev. I would say, Mr. Chairman, in the first place, that 
they are and did—I gave them credit for developing a new type of 
busimess. 

Senator SparRKMAN. I remember you did that. 

Mr. Renrzev. I would say we have no exact figures. They would 
be extremely dithieult to vet. We m yint gel them wit i lone and 
exhaustive study. 

I refer toa study that would vive an eXact percentage ol people 
Who would hot have madden otherw se, ana they lave pres nted 
us Trom time to time a substantial percentage of people who would 
not have traveled otherwise. 

Mr. Ryan pointed out that dppronxiy ately Ze pereent were rep 
enting diversion from the scheduled air carriers and the rest wel 
people who probably would hol have own, or at least thy \ wer 
travelers by air. 

That means, in other words, that about 75 percent of the peo 
were people who would hot have rictcle hor else were hew Pr le I's 

Senator SPARKMAN. I believe the Census Bureau survey 
with that figure, did it not ? 

Mr. It NTZEL. I am not familiar with that, Senator, Mi , 
points out correctly that this figure was developed prior to the time 
that the scheduled carriers went into coach service themselves. a ul 
s the figure that has been represented to us as the accurate figure o1 
ew riders. 

do not think there is any question, Mr. Chairman, that if we ca 
reduce the fare structure to a point where peop ye can afford to ride, 
that they will ride. Weare trying to do it in an orde rly fashion. 

We would like particularly to get the airlines in the domestic United 
States off of f subsidy as soon as possib le. We are endeavoring to do 
that now, oa eliminate any element of subsidy in thei | pay 
Phat i part of our whole plan, and after that to start moving the 
fare structure down to increase the volume. 

The whole question is whether or not, without cert 
ple should move into the field and operate route trips of service 
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taking only the cream of the traffic between large points and not pro- 
vide service or be obligated to provide service to small points which 
do not have a profit-making potential, and thereby destroy the air 
transportation system of the United States. That is our concern. 

Senator SPARKMAN. Let me interject a thought right there: I want 
you to realize all T am trying to do is get a true picture. Our interest 
as you well know is as to the impact on present small businesses, which 
tomorrow may be big businesses. Goodness knows, that is the Ameri- 
can way, to start out as a small business and work up into a big busi 
ness. M: any of these fellows have started out as small businesses. We 
had a witness vesterday who told of starting on $2,000 and he has 
a it, certainly, into a pretty fair business. I suppose it is 
still a small business but nevertheless he has done quite well with his 
$9,000 original investment and the operation of his business more or 
less isa family operation. 

Let us go back to this 25-percent figure—a diversion of 25 percent. 

I believe that the figures are that nonscheduled carriers carry about 
9 percent civilian traffic, or did last year; is that right ? 

Mr. Renrzev. [think that is about right. I think it may be actually 
a little higher. 

Senator SPARKMAN. We have somewhere the number of miles flown. 
The 1950 volumes for the nonscheduled airlines was the equivalent of 
2.8 percent of the passengers carried by the certificated airlines and 
about 9.6 percent of the total revenue passenger-miles. Certificated 
alr] hes, 

That was a figure I was going to arrive at right there by multiplying 
the 9 percent and the 25 percent but apparently we have it even more 
accurately there. It really represents a diversion of 2.8 percent of the 
total passengers carried. 

Mr. Renrzen. Of the total, but I think the volume of 25 percent 
comes from along the routes which these carriers fly, because they do 
not fly along a lot of routes, you see. 

Senator SpARKMAN. Of course, the other figure would reflect that, 
9.6 percent of the total passenger-miles, 

This question of skimming off the cream has been discussed here 
i. good bit. One of the witnesses yesterday or the day before—yester- 
day. I believe—gave us a diagram in which he sought to refute that 
irgument and, of course, the whole argument has been that most of 
he passengers are passengers who otherwise would not have flown. 
Phat is, they would not have gone by air. 

One of the irregular carriers testified that in that particular opera- 

on, each passenger was asked a series of questions to indicate what 
their fivin Y status was and they had come up with similar figures. I 
do not remember the exact ficures. 

You said something about the aircoach service given by. the sched- 
iled air carriers. Does that operate at a pretty full rate? 

Mr. Renvzen. Yes, sir. It admittedly has been a profitable opera- 

r the scheduled carriers. 
One of the things we have done as a sample, though, in looking 
- hole picture-—you have to consider the total fare structure 
The question is when you reduce the fares to meet the potential at a 
time when the carrier can exist on its own without any sort of a sub- 
We do not want to sul sid) ize coach — ition on the part of the 
rs © have matl contracts, and in one instance we required the 
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pro- rate to be raised—in fact, two instances of which I know since I have 
uch been with the Board, we required that the rate be raised a half a cent 
aul in order to meet something like a going rate for those carriers. Agai 
keeping in mind that in most instances they require it to stop at inter- 
rant mediate points and run on schedule and not on a demand-type basis 
rest in other words, wait until there is a load of such a high load factor 
Lich that they can operate profitably at a lower rate. 
er) They hhave done very well with it. There is no question about that 
USI und it iS a coming thing. I give due credit to these irregular boys 
We for having developed a lot of that business and pointed the way. 
has Now there are two questions really, Mr. Chairman. One is, should 
t is these carriers be permitted to operate along routes of their ow) 


his choosing without a certificate of convenience and necessity when all 
other carriers have been required, when operating a regular service, 
to have a certificate of convemence and necessity as We inte rpres the 
act and as the act was written. That is the crux of the question, 
out because that is what they want to do. They want to run a regular 

service between selected points over any route they wish to operate 


> or 


lly without a certificate of convenience and necessity, under an exemptio 
order. That is not irregular service. That is all we are trying to 

vn maintain. That is a regular service, and requires a certificate of 

of convenience and necessity. 

ind The other thing is, whether or not the intermediate points along 

ted these routes, which are not profitable, should be served Wy this type 
ot traffic. 

no Now the misnomer of “skimming the cream” is certainly a misno 

re mer, because as far re the cream of traffic is concerned, it is not t 

‘he best class of people, | ut it is the highest volume points, t | hens =i 
traflic-density points, and the cream of that, in order to operate safely 

nt from New York to Miami, with unlimited frequency, there is a 


do terrifiC volume of traffic between New York and Miami. Perhaps 
they only carry peop le who would have taken the bus or the tra 
otherwise but it is a fact that they are operating only between 


at, : 
high-traffic potentials and not serving the intermediate communities 

ata loss. 

re ain ; , ; 

my That is the sort of thing that bothers us in running a route-type 

wi service without a certificate and running only between the hig! 
density points. 

of ae ; 

. Further, I stated that if we permitted the scheduled carriers to do 

exactly the same thing I am sure they could operate at a profit, and 

a Wi iybe eve na better pro fit and drive these peop le out of business with 
out our being worried about it. We do not want to drive them out of 

at . , 4 , . . , 

I business. We want to find a place for them. We want them to stay 
in business but we want them to stay in business legally. 

1 Senator SPARKMAN. By the way, one of our witnesses yest rday had 
something to say about this pending case, the Transcontinental Coach 

a- ‘ase. LT wonder if you read his statement. He 1 epresented C tO} 

E astern. 

lar Mr. R ENTZEL. I cid hot read it but | heara about it, Mr. ¢ han 

a I do not know the exact statement he made but he did i\ 

m had a case, as I understood its before us, and he CO sich redd that 

c was the way it should be done. 

be Senator SPARKMAN, I want to confess that I know nothing 


e problems with which we are trying to deal, but as a layman who 
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knows nothing about it, I was rather impressed with the argument 
that he pre ‘sented to the effect that here was a case pending before 
you to decide this very thing that you just mentioned, 1 gather—that 
is the question as to the dle velopment of some kind of ere ater coach 
ervice. He presented the argument, as I inte preted it. that with that 
cause pending, there could not be a final decision in the case of these 
rreguiar carriers. He did not suggest this, but it suggested itself 
to me, that you might very well work the thing into the structure 
when you come out with a decision on that case. 

| offer that entirely gratuitously as indicating the impression it 
made upon me, a lay: in in these matters. If you wish to comment 
on it, | would be happy for you to, but if you do not want to, it will 
lh olht. 

Mr. Renrzev. 1, of course, would not want to comment on the 
merits ot the ease. 


Senator Sparkman. I realize that. But merely the comment he 
made that there was a case pending the outcome of which might have 
some effect on the whole question. 


Mr. aires That is right, Mr. Chairman. We have that case 
and it is the first of that type. 

Phere are only four applicants among the larger regulars who 
have applied for a certificate in that case and we have now heard the 
case and the case is before us for a decision on the merits of the apph 
eants themselves as to their ability to prov ide this service ata coach 
rate between New York ind the west coast. 

Senator SrparKMAN. I am not at all familiar with the facts in the 
case, | Know noth noe ibout . Lloweve Pr. the thought occurred 
me that when you come out with that decision, a new pattern may 
established or some kind of a pattern. 

Mr. RENTzI Lie That Is entirely possible. 

Senator SparkMAN. His suggestion did make sense to me, as a 
layman who is thoroughly unfamiliar with the case that he was talk 
ine about. ‘ 

Mr. Renrzev. That is entirely possible, Mr. Chairman. 

Senator SparkMAN. Here is something that is not completely rele 
vant but I know that a lot of people think about these things, and 
that is—vou talk about stepping up service by the regularly scheduled 

! Some Senator told me the other day of his experience— 
I think he was coming out of LaGuardia Field. I think he told me 
there Was a waiting line there. with LOD persons in it. 

Mr. Renrzev.. That same Senator talked to me, Mr. Chairman. 

Senator SpARKMAN. Apparently it made an impression on him. 

Mr. Renrzen. Yes, sir. 

Senator SparKMAN. I will tell you one of my experiences, Not so 
long ago I was out n 1 Des Moines. I was grounded in Chicago and 
had LO take an overn oht train out. | probably could have gotten 
out the next morning coming back but I was afraid to trv it so I 
took the overnight train back to Chicago. T had a reservation on a 


le oclock plane out. The tran Lot in about 7:50 or something like 
that. so I vot off at t the station just before you get to the Whi Win Sti ation, 


nd took a taxi right on out to the airport, because I knew there were 
flehts from Chicago into Washington, before noon. I went 
to each one of them and in each instance they talked rather hope- 


fully, put my name o1 the list and told me to stand at the gate. I 


several 
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stood at the gate. When I got there, another Senator joined me and 
he was standing in line. Well, we did not get on. We went to the 
next one and had the same experience. I think we stood in line at 
ibout four different places. And there was a long line at each one 
of them. Fortunately I had the reservation on the noon plane so 
| got out. He managed to get a reservation on an afternoon plan 
ind came on back. 

Now he told me that I think he had stayed in the city overnight 

hotel and he had ealled out and they had told him to come right 
on out for this 8 or 8:30 plane, whatever it was. and he thought he 
had a reservation on it from the way they talked. They said, “Oh, 
no; We just put you on the waiting list.” 

He seemed rather disgusted, and I think I could understand it 
very well because at least he could have been comfortable and down 
town instead of sitting out on one of those benches for about 6 hours. 

In the case of railroad traflic, lots of times you cannot get a pull- 
man reservation, but even if you cannot, you can crowd into the coach. 

Mr. Renrzen. Or you can stand up. 

Senator SpaRKMAN. That is right. But sometimes you have to go 
and that is all there is to it. 

That seems to me to be one of the present weaknesses of all travel, 
First, the uncertainty that a passenger has in trying to get on. 

Mr. Renrzev. That is quite right. 

Senator SPARKMAN. First. in getting his reservation: and second, 
vetting on if he doesn’t have one, or if he has a tentative arrangement. 

Now, I do not know whether these nonscheduled carriers would 
ease that in any way, or whether they would aggravate it, or whethe) 
they would have any effect on it at all or not, but it does point up the 
problem that certainly we have not perfected air travel yet by any 

weans, 

Mr. Renrzen. No, sir. May I comment on that, please: I men 
tioned that in my prepared statement. There is no question but what 
we have an unprecedented demand for air travel at this moment. 

Senator SparkMAN. And I think it is growing, when you told of 
the number of planes that are under procurement now and will be 

vailable in the next 24 months that you thought would relieve that 
situation. I wonder if at the end of that 24 months we will not have 
vivanced proportionately. 


Mr. Renrze., Let me tell you what happened in a similar instance 
ibout 5 years ago. At the close of the war there was a similar demand 
for air transportation. The operators went out and bought many 


airplanes. 

Senator SPARKMAN. A great many of them surplus planes. 

Mr. Renrze.. Some of them surplus, and they leased aireraft—and 
l am speaking now of the certificated carriers. 

Senator SPARKMAN. Many of them were recovered from the armed 
services. They got them back. 

Mr. Rentrzev. Yes, sir; and the regular carriers started operating 
under those auspices and the numbers of seats were tripled because 
they went. from small aircraft to larger aircraft on many of the 
through flights and then about 2 vears later we reached a sudden low 
in which nearly every airline in the business went broke—the sched 

led carriers. That is what we fear might happen again. 
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There is no question but what we have an unprecedented demand 
for air travel, undoubtedly accelerated by the mobilization plan, but 
even beyond that. 

Now the scheduled carriers on the basis of that have placed orders, 
as i have mentioned here, for some 268 or roughly 290 new aircraft, 
most of them with a seating capacity of 40 to 60 seats—all of them 
at least 40 seats. 

That represents an outlay for new aircraft which T would guess 
would run in the vicinity of $500 million. This is still a young in- 
dustry. We are still trying to get it off subsidy. We are, also, out of 
this, trying t to provide a large number, which I cannot disclose pub- 
licly, of four-engine aircraft on M-day, for our military purposes. 
The military is short of transport aircraft and they are also procur- 
ing at a very large rate but we have a great deficiency. 

Our plan has got to be a whole plan. We have to provide not — 
for the lush days, we have to provide for some consideration of : 
situation which may come again where we do not have this inane: 
cedented demand for air transportation. We have all experienced this 
same problem of trying to get a seat on an airline. Every member 
of this Board. I have. It is discouraging. The reservation system 
is overloaded and we do not know how long it is going to last. 

The only thing we must do is to look at all forms of it and be pre- 
pared even for another depression period if we have one coming 

Again I would like to reiterate, this condition, Senator, exists in 
spite of the fact that the irregular carriers are operating. They are 
operating now pretty much on regular schedules between many points 
and we can produce plenty of evidence to show you that. So it is a 
siediten where they are operating with the war-surplus type of 
plane at no investment, or substantial investment—I will not say no 
investment, they do have an investment but compared to a $500 mil- 
lion procurement it is not a substantial investment and if it was 
washed out it would not represent a loss of a great potential for mili- 
tary purposes. Now we do not want to lose it. We think we have pro 
vided a place for them within the meaning of the law. The only 
place where we begin to have difficulty is where they want to operate 
over regular routes without a certificate, on schedule, and advertise 
that service to the public. That is where we get into difficulty. If 
they want to operate irregularly, they have our full blessing and per 
mission to do it. If they Ww er to operate for the milit: ry, they have 
our complete blessing to do it. If they want to operate regularly 
they should come in and ask for a certificate to do it. That is all 
there isto it. At least that is the way we see it. Now we admit maybe 
we are ivory-tower experts and do not have much comprehension of 
their problem. 

Senator SpARKMAN. Here is a question we have no jurisdiction over 
but it has come into the picture several times and I would like to ask 
for just a brief discussion of it and that is the question of subsidies, 
because these nonscheduled carriers have repeatedly pointed out to 
us that they were operating without any subsidy, and you said you 
were interested in getting airlines off subsidies. , 

Subsidies are given only to mail carriers, is that right? 

Mr. Renrzet. That is correct, sir. 


Senator SPARKMAN. Are they a part of the mail contract ? 
Mr. Renrzex. Yes, sir. 
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Senator SparKMAN. They are not necessarily based, however, upon 
the amount of mail carried ? 

Mr. Renrzev. No, sir. At the present time and under the terms 
of the act as it was written, the Board attempts to meet the proven 
operating need of a carrier to provide mail service along a particular 
route. At the present time that is done entirely through the form of 
mail pay. Now the question of subsidy is one that has been kicked 
around a Our total mail payments for the calendar year 
1950. I believe it was, Senator—I can check that—was $120 million. 
of which $55 million, approximately—I am giving you round figures 
was in the international. 

Senator SparkKMAN. Will vou give me that figure again. 

Mr. RENTZEL. Yes, sir. Our total mail CED for, I belie ve it 
was 1950, was $120 million, of which approximately half of $55 million 
was in the international field over very expensive routes, many of 
which were international and national interest routes only and had 
but small traffic poten tial. 

Of the remaining 65 million, I can give vou the amount between thi 
mall, short-haul carriers on the experimental certificates, which I 
think was $17 million for total mail pay, and the remainder was for 
the so-called trunk line, domestie carriers. 


Now that is not subsidy, all of it. A certain percentage of it is. 
At the present time we are attempting to divide subsidy from actua 
cost or compensatory rates, We have been in constant session, 


starting with the largest carriers and going on down through the 
entire trunk-line system. 

We are developing a route pattern to attempt to settle or stabiliz 
= ertificated trunk lines in the domestic service into a pattern whiol 

akes sense from a traftic-demand point of view and which may in 
odes some mergers, perhaps some discontinuance or suspensi on of 
ervice on certain segments where we have too much competit ion. The 
objective there is to provide a basis to remove the trunk airlines of 
the United States, domestically, from a subsidy category by either 
providing a more economic route structure or providing for a lessen 
ng of service where there is a loss segment. 

lhe Senate committee is working on this same project and we are 
both nearing a completion of our efforts. 

[t is hard for us to say at the moment how much of the $70,000.00 
less $17,000,000, which 1s $53,000,000 for transporting the mail is su 

dy, but it is not as much as I am sure a lot of people have bee 
led to beheve. 

1 hope that answers your question. 

Senator SpARKMAN. I saw an ad in a paper recently by one of the 
big airlines—I believe it was Eastern—in which it said something 
ibout Eastern operating without any subsidy but only for the mail 
ictually carried, is that right / 

Mr. Renrzev. That is largely right for all of the four big carriers 
\merican, Eastern, TWA and United, are operating reasonably close 
to the compe nsatory rate. We have been in conference and negotiation 

th them for some time, attempting to establish a compensatory rate 
in order to put them on a compensatory rate, which is what they want 
todo, ‘That means a rate which represents a reasonable cost for car- 
rving the mail and is in conformance with the intent of the Con 
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eress, Lam sure in some of the recent bills that have been put in to the 
Senate and the House for a separation of the two. 

We have every reason and desire to want to se parate it, and know 
how much subsidy there is. We have not had occasion to do it before. 

But let me say one more thing, Mr. Chairman, on this question of 
subsidy. I think a bad name has been given to the term but it has been 
used in developing every form of transportation which we now have. 
| think that we can be proud of the air transportation system we have 
and the one we are developing. I do not think any of us need to take 
any back seat on it but I would like to point out that all forms of avia- 
tion are subsidized in some measure or other. The nonscheduled 
carriers are subsidized to the extent of the pretty large Civil Aero 
nautics Administration communications system and to the extent of 
the moneys invested in airports by many of the communities. The 
Weather Bureau services also are given, not only to the irregular car- 
riers, admittedly, but to all forms of air transportation. When you 
are talking about subsidy, vou are really talking about the amount of 
subsidy. 

Senator SparkMan. That is right. Of course we recognize those 
various forms of subsidizing the operation. 

You did not mention the operation of control towers. Are those still 
operated by the Federal Government ¢ 

Mr. Renirzev. Yes, sir, they are. They are operated by the Federa| 
Government in most every instance. There are some exceptions where 
a community will operate a tower. 

Senator SPARKMAN. Now we have had some testimony here—lI sup 
pose this would not be in your field but you would certainly be inter 
ested in it, as you were forme rly head of the Civil Aeronautics 
Administration. We had some compl: iints here, or one at least, of a 
control tower failing to answer the signals or refusing to answer the 
nonscheduled air carrier. We have also had compl uints in more than 
one instance, in several instances, of planes being deliberately blocked 
by some of the scheduled carriers so they could not. take off. In on 
instance we were told of one being blocked by one of the big carriers 
and in doing so, it broke the tip of its wing or damaged it in such a 
way that it had to cancel the flight and disappoint its own passengers 

Have any of these complaints been called to your attention / 

Mr. Renrzev. In regard to the control tower, they have not, Senato1 
lt understand from some of the testimony, it referred to a question at 
LaGuardia Field. 

Senator SpaRKMAN. That is right. 

Mr. Renrzev. I would like to explain that the Federal Government 
did not operate the LaGuardia Field tower until approximately 194; 
if I remember correctly. At that time the tower was operated—| 
believe at the time of this incident: I cannot be absolutely sure—the 
tower was operated by either the New York Port Authority or its pred- 
ecessor, the city of New York, who then owned the LaGuardis 
Airport. 

Senator SPARKMAN. I believe the witness said something about the 
port authority. I am not sure about that. | 

Mr. Renrzev. I might add that the scheduled airlines were paying 
directly for the cost of operation of that tower, so it is possible that 
there might have been some discrimin: ition, I do not know. 
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Senator SparkMAN. Now how were they paying that, separate al 
apart ! 
“Mr. Ren Tze. They paid for it under contract with the city of Ne 
York, 
Senator SpaRKMAN, In addition to their landing fees o1 o 
fees ¢ 
Mr. Renrzev. Yes, sir. ‘That is prior to thi me the | (7 
ernment had taken it over. 
Senator SPARKMAN. Of course, 1t Seems to mx t it { 
question of financial operation or financial re po | t\ { 
s certainly a safety factor involved. 
| suppose you brought out the point that the Fede ty 
helped to build the airport. 
Mr. Renrzev. That is right, sir. 
Senator SPARKMAN. So undoubtedly we have ai hit, 
ly from the st mdpornt of our having subsidized the ent re opel 
O whether it was that one particular one o1 Ol \ furt] 
he more serious thing as I see it isthe safety factor 
Mr. Renrzew. Mr. Chairman, I would like to state on behalf of t 
Board—and I have said this to the Senate Interstate and Foreign Con 
merce Committee—any etfort on behalf of any earrier to impe 
safe operation of any other carrier, regardle s of what it is. o1 
ts competitive methods are, is deplored by this Board. and we \ 
tuke vigorous action against it. re~ardless 
We certainly feel that these econom argument in be k { 
economic field. There is nothing that 1s more reprehe | 
effort to use safety as a menns of el minatine or putt vata d 
vantage your competition, but I might add that we have had that 
tween the scheduled carriers to some extent in the internationa 
you may know. [t is something that crops up occasionally fro 
ery great minority of an element ot some for of tra ! rts 
gainst some other form of transportat oO! It is ) que. but ee 
tainly does not acecoemp!| h anvthing with the ] ! of t 13. 
Senator Sparkman. I do not know whether vou ar prepare 
swer this question or not. We are talking al yut th if fact 
Undoubtedly, I think, there has been created in the m f t 
iblic the thought that unscheduled carriers ar if Pher 
been some magazine articles. You have probably had your 
alled to one that appeared ! Cosmopolitan. (One witne 
our attention the fact that there was a spec il cut price o1 t he mae 
ne. I do not know whether it had any connection with the art 
r not. Also, one in Coronet entitled “Death Rides the Bare 
Air nes.” and articles have ippeared 11) other publicat ONS from 
o time. 
This one in Coronet. by the wav. is in the May ssune of Core 
They relate back to 1949, 1948, 1947, or, rather. the things in t] 
rticle does. I see none later than a summer day n 14h he it 
was a fatal crash, apparently. I see nothing hey Wout Loo 
One of our first witnesses states to us that in 1950 the nons 
carriers did not have a single fatal accident, whereas the d 
air carriers had four fatal accidents, resulting in 144 prassenge de 
Just l few days avo | SAW al ed to? “| 1) the Wa | Otol Pos 
which it referred to the high rate in 1949 and ther Lc rit ( 
ol 0. 
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I just wonder if you know whether or not that claim on the part of 
the nonscheduled carriers that in 1950 they had a much better safety 
record than did the scheduled carriers is justified. 

Mr. Renrzev. Mr. Chairman, if you exclude one crash of a con 
tract carrier in which some people were killed, it is a fact that the 
nonscheduled carriers operated in 1950 without a fatal accident. 

Senator Sparkman. Now let me ask you about the one contract. 
Who owned that plane? That was mentioned, and we were told that 
it was owl ed and operated by a scheduled carrier W ho was operating it 
under contract. 

Mr. Renvzen. No: it was an irregular carrier. I do not think that 
isright. Ido not know the name. I can provide it for the record. 

Senator Sparkman. Apparently I misunderstood. The crashes 
that occur of contract planes by scheduled carriers are not counted 
against their safety record, and therefore this should not be counted 
agaist the nonscheduled safety record, 

Mr. Renrzev. I will not argue that, Mr. Chairman... I think it is a 
fair statement that during the vear 1950 that the so-called nonsched 
iled or irregular carriers did operate without a fatality, if you exclude 
that one crash, which vou ean do. 

Safety statistics are after all comparative figures. 

With regard to the safety record I think that from time to time 
I was also accused as Administrator as being pretty rough on the 
irregular carriers. IT am sure that my successor has been accused of 
the same things. | would like to point out that we did make a con 
certed effort to work with the irregular carriers to improve their safety 
record in 1949 and in 1950, and IT would like to further point out that 
they were cooperative in that effort and I think that that had cer 
tainly a eood effect on their increasing safety rec ord, sO l would like 
to sav in regard to the Cosmopolitan article, I do not know who in- 
spired the article, but anything which mitigates against the confidence 
he publie in air transportation regardless of what tvpe of air trans 
portation it Is, is against the best interests of this Board and we are 
very much opposed to it. 


Senator SpARKMAN. I have no interest. of course. in either one. ex- 
cept as a citizen of the United States who occasionally uses air trans 
portation, but I cert inky noree with you inthe statement that vou have 
made 


If the confidence of the public has been shaken unjustifiably, it 
Set sto me that we ought to do all we can to correct it. 

lhe nonscheduled carriers claim that they have not had a fatal acei 
August 1949, 


Mr. Renrzer. I have some statistics on this passenger safety record : 


For 1 ear 1948. the large irregculars had four fatal accidents and 
scheduled carriers had six. The large irregular fatalities were 90 


and the scheduled 103. The passenger-miles flown, and you have to 
figure the element of risk in this because if you fly five times as many 
trips natu | Vy you have a oreater element of risk the passenger 
\ the large rregulars was 440.251,000. The scheduled 
carriers we re 5.204,059,000. ‘The passenger fatalities per 100 million 
passenger-miles flown for the large irregulars, 20.4, and the scheduled 


In 1949, the large irregulars had five fatal accidents. The sched 
irriers had four. Passenger fatalities: Large irregulars. 104: 
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scheduled carriers, 93. The large irregulars flew 570,958,000 passen 

9241 160.000, Lhe passengel 
fatalities per 100 million passengel miles flown: Large irregulars, 
- scheduled carriers, 1.0. 


cer-miles. ‘The scheduled carriers flew $ 
18.2 

In 1950, there were two fatal accidents among the large irregulars, 
und SIX amon? the scheduled. The passenger fatalit eS now this 1s 
\ suming that vou count in this contract erash. If you do not. then 
their record would be perfect. [think it should be one fatal accident 
in 1950 for large irregulars, if you count the contract flight, where 
there were 29 people killed. 
The scheduled carmers had 6 fatal accidents with 144 people killed. 
You could say that, if you excluded this other, that the irregular had 
a perfect rt cord and (| dl hot kill anyone. 


Phe large irregulars flew 766,507,000 passenger-miles as agan 

698,597 000 for the scheduled lines. 

You can further vo on. and if you interpret the accident as not 
being an irregular accident but a contract carriage, the large irregu 
lars would have hac \ perfect record whereas the scheduled carriers 

lled 1.5 persons per 100 million passenger miles, 

Thes heduled carriers, it 18 1! feresting to note, run about the same 
throughout. This imeludes both international and domestic. Mr. 


Chairman, 
Senator SPARKMAN. That is all I care to ask. 
Are there iy members r +] Board wl ail ke i a ; 
re there any members of the ourd who wish to make a further 


ement / 
Mr Renrzen.. Ll would hketo 


just sav one more thing, Mr. Chairma 
‘ ‘ } 
Senator SPARKMAN. Certainly. Go ahead 
Mr. Renrzen. | would lke to commend the large irreculars on their 


sarety record, actually, It is MMNproving. 1 would like to sav that 


those who Inavbe eriticized the Civil Aeronauties Administration 
might not be quite so mad at us, once in a while. because JT think over 
hel We tried to establish a pohes of working with these peo} le to 
help them vel their safety record up, not to pel ecute them. and I do 


t beheve any of the witnesses have said otherwise, but I do thu k 


» ence ivored to help. 
Senator SpARKMAN. A couple of them did suggest probably undue 
iitention: but I produced the point that you had. 
Mr. Renvzet. Tf it produced the result, then 1 am happy. 
Senator SPARKMAN, Mr. Ryan— 
Mr. Ryan. I think Chairman Rentzel has pretty well covered the 
errront on the spec fi } ISS “ iI volved here, | would only under 
ike to add just one statement, from the point of view of the small 
business committee: As IT understand it, your interest primarily is 
vhat has been the attitude of this agency toward the small business 
it in the development of United States air transportation, Because 
I Have been On this Board and being the only me of the members who 


has had the leneth of service, since the hour of its beginning. 13 


years ago, I think I speak with a personal knowledge of the record 


vhen J] Say that the Board, from the beginning has been fully coeni 
int of the national interest which you pointed out eartier todav when 
ou said that the American Way meant the development from a small- 
ess unit into a big business. I think you have characterized that 

the American way. 
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I think a careful scrutiny of this Board’s record, Mr. Chairman, 
vill show that it has been fully sensitive to that principle of our 
national life. 

In this particular field which is involved in the question before the 
committee he re, which h is been raised by the nonscheduled carriers, 
I recall very vividly that two months after this Board was established 

1958, 15 Vvears ago, we had before us the question whether we world 
require a certificate of public convemence and necessity from everyone 
who was engaged in common carrier commercial air transportation, 
even on a de minimis basis. We had around us, a lot of these small, 
fixed-base operators who had a few airplanes and were flying passen 
Vers ¢ ommercially from one point to another on occasions. It was an 

! 


Wrefular, a sporadic operation by which they were eking out their 


earnings from their miadh business which had been the sale of easoli 


and aircraft and other incidents of a fixed-base operation. 
We read the legislative history of this act and we came to the con 


} 


clusion that Congress, at the time it adopted this national policy, had 
in mind the stabilization, the economic stabilization of the Industry ut 
; just as Chairman Rentzel has indicated that the Board’s 
urpose mn this policy today has been to stabilize this air transporta 
on inc ustry. 

We think that it is the proper interpretation of this act, that every 
body had to have a certificate of public convenience and necessit\ 
who was going to operate a regular, scheduled airline. At the same 
time we thought that that provision in the act which said that if, by 
reason of the limited extent of the operation, or the special elreum 
stances surrounding the operation, we could make the finding that 
the publie interest would not be aciversely affected, we were entitled 
to exempt the particular members of t] lat category. And so one ot 
the first thines we did two months after this Board was sworn in was 
to Pass a regvutiation whic! 1) exempted all ot f these air Cul riers that were 


2 } : 
hot operath cr 1'e oul LP. hed le d service 


] 
U} 


Now that work went on very well. We never had any trouble and 
[ think we never received any complaints through the vears, 

Suddenly this situation which Chairman Rentzel has deseribed., 
came at the ciose of the war, by a combination of the presence of 
great reservoir Of War } lots and the presence of a reservoir of surplh 
aircraft equipment which was being ao by the Government, pre 
imably at very low prices, 11 ‘ia i$ prevent a depression ot thi 
market for aircraft. 

We were suddenly iwakened One day and cdiseovered that thes 
little business units—TI mean the little fixed base operator now, acting 
pursuant to this reguilat on, had become a Vast, secondary network, 

ne from coast to coast, east and west, and from north to sou 

We thought that that posed a serious problem which had never bee 
intended by the original regulation. We did what this committee 
familiar with. Wi put conditions upon the exemption. We amended 
the regulation to pul insuch conditions as would protect the certificated 
urline industry of the country, which we understood to be the key 
stone of the national pol CV, and which had the Federal Treasury 
behind it. a safeguard for the certifieated industry and at the sam 
time to allow these as veterans to conduct an irregular operation, 

I think every member of the Board was sympathetic with that wher 


i firstea e up ahd we ac pted such a reoulat ie 


operat! 
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(s time went on, a certain group began operating regularly, on 
our : : nee ; : 
regular routes, and On particular routes, | nat was, OF course, 
. ow ; : ; ; 
4 violation of the regulation and we have been even charitable and te 
Lilie 1 , . . . 
erant about that. It finally reached the polnt where we felt we ] 
Pls, . e . 
) id to take action and make this regulation more sp e by ind 
L1@qy 1 e } } } } } 
the frequency under whieh they could operate ot i Darticular route 
a ra) that there could he ho hisapprehension oh thelr 7 Mt a LO 
{?) t 
a reoulation meant 
Ol, 1 } ! 
|] I | thre history ott ( Boat is iititude tow iad t t l ( 
ail, 
rriel It ha never been on OF preyudar ava t th ) ched ‘ 
ee] } 
l l'- PSOne Ot Them ive Toreotten tft l { eV Ca f TO eX rel ( 
a ‘fp : 
rt Ol r thy ition of this Board \ Wil ie] @ Tha 
el} . 
| rt Liv Co or yT'e Lo permit them to operat 8) the | ct a perh 
e) PoOoperat 
7 } } } 1 
Some of them. a [ av. have Te vyotten that. ! ive leTt thy 
Ol : : 
) pression that the Board is under the influence of rr ert ed 
'} ‘i 1 ] . } : 
F riines mid Wahts to put these 1¢ OWS Of OT CC hil ~ () 
, | 1 } } ] > 
l think the record of the Board invites the carefu ! ! oO} 
i 4 
mittee ipo t | il potnt \ el | then ci te ( OT ft 
rta } 1 
it are che actual facts of t record 
f Chis committee will be n ! ted in the { tha ve too} { in 
ry ; 
a V1 pa ti¢ iititwude to } ad 1 ( | ] l } ( a 
sity : 
: ited industry Irom the ve bee mnine it biected it fay 
Urine 1 . 
i iy ! ne target of att wh | } time to time of the rg iit { 
. by 
se of its policy an titucde toward the small bu th 
am 
e] entedd hela 
hat | : , ) 4 
t | | VO end cit ) ( the Bon I, Part \ \ 
_— 1943, some 8 vears ago, vou v find that that 
» «>t . 1} > . 1 
! ulized up to that Line hat t it tl boarad ad tal La 
Wil ] } ' ' 
} siti na adopt inden e mM CV OF DUTIG m Uy} if i 
vere ’ 
eq ivriel Now We did that pol consicderat ons that ] think we ] 
wo d concede to be fa ! nicl y Opel W took t r positiol nid } eK 
on 
there Was a great disparity eand finanein Iportane bet wer 
the big Tour, the Wwarevea ( . let Ss Sil\ \ ct it ery Si ill ! | ( 
Lye i } 1 - ] 
Lhe large alrimes at that time lth nkK, were carrying Mavove Sv pr 
) 11 } q 
: ( forthe by eSS He i¢ nhiail ecertineated carriers ibout © pel t 
i * 
ps Oi if ly SJ]hes We il i I 1 prauie Vv. where otner tf ) ( ‘ 
Dk a. <3 
aire round to be equal ina particular ease, OL Giving the certincate wirere 
was a battle for new routes, to the small airline instead of the big 
» . ; 
ipplicant, as a means ot reducing that disparity lk SIZ, 
at . * 
There | suggest again that your committee staff or the committe 
tine > : we as mcs 
tself can scrutinize the record of decisions of the Board. They are a 
(>) A ‘ } 1} ’ . . . . p 
PUDTIC, It Will Show the definite evolution of that policy OT seeking 
vail ‘ 
e strengthening of the small business unit in this industry. I do not 
«>t } » . ’ 
nk the Board has ever departed from that policy. 
e 4 
; I did not intend to make a conmment of that length, Mir. ¢ 
lc he } ] ‘ t } 
but I did want to press the point that everything that Chan 
il > ; ’ . , : . ’ . 
' hentzel said madicative of the sympathetie attitude of the be ira 
Ke \ ’ 111 , ’ 
. pore blem Ot thre li it Isl) hit l th) aust ry VW ) 
Suu i\ } (| qi } 1°) 1 Lith Te) It Wi} bor | _ | | 
Ul ] ] ' } 
I ! ol i! Board Orig) iT] | ok t he r ont ol ofl \ i } 
; I ilo} of thr record Ww 1] hov Chat Wwe I \ ! Vel ieparts 
Hie 
, { il 90 Tara | 1's) \ Lil Ve 11 tlo OT purty | ! 
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Senator SparkKMAN. Thank you very much. I am glad to have 
your statement, 

Mr. Gurney. 

Mr. Gurney. May I defer to my senior member, Mr. Adams? 

Senator SPARKMAN. Go ahead, Mr. Adams. 

Mr. Apams. Senator Sparkman, I am one of the new members of 
the Board. I come from the Pacifie Northwest where the distances 
ire much greater and probably where the use of air transportation 
reaches a greater efhiciene \ than many part of the « ountry and where 
more people rely on it, especially with reference to the Territory of 


cr 


| pon assul 1 Y mV adutles as a me mber of the Board, one of the 
brst problems, of course, that has come up, has been the matter of 
regulation of the operation of large irregular carriers under the act. 


I think that in the spirit of this investigation and what I have read 
nthe press and in trade journals, it might be refreshing for me to say, 
large irreeular earriers 

} } » 1 » 
re concerned that m the 35> months | have served on the Board, ho 


by personal communication, 


; ; Ae t > + 
as far as some of these representa ves of the 


mMndaividu i] eithel \ correspondence or 


representing any segment of the aviation industry, has in any way 
ttempted to prejudice mv thinking against the continued operation 
ot rreeular carriers unde! the scope of the act. 

I believe that it cor ld truthfully be sald that like the other members, 
lam svmpathetic to the operation of the irregular carriers as an eco 
nome unit n conside) ne that they are small in relation to the indus 
ry asa \ rte 

‘| think. Mr. Chairman, that we have come back—or I have come 
hack: 1. only speak for myself to just the act. 

( ed il | States under the 

‘ i fo hearing on the 
ce y copy t } ha rlite 

| | eve from Vv present Ww tandineg of it that it S po 

- stl ror any organization to institute or start a new 

} é thout meet ng that requirement of the act. 

l Ss regi lation that is referred to and which has been the basi 
you might say, of this investigation, was meant to permit the continu 
Lice MT these maller economic units in the aviation industry. It 

qadoes not permit su hy operal On, that p ss bly VW 1] requ re furthe 
tudyv,. elt lr oO the part ot your committee or on the part of the 
Boar R | id 1% int to make just a statement that nsotar His I ih 
concerned d I beheve ] speak generally for the Board—there ha 
bee} no { etta o7 nfluence ol any nature directed to myself { 


; ; a ; 
prejudice the continued operation of this group ol operatol 


However, 1 am not hedging on the question, I do teel from what 


I know ow they not operate route-type operations along at 
seoments in 1 country without meeting the requirements of the 
it cine xeniption that has been referred LO did hot al 
ot contemplate the institution of new carriers without a 
If the edict. as it w led, that attempted to pinpoint the regu 
dM i ur} hn. | thi lk thre Board felt that was a step 
{ ent direction, whel t stated the number of fliahts het wee) 


' { . 4} . al > : 
DO ts nat We il ftenipt on the part of the Board to relievi 
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AVE ; 
the irregular « ‘arriers from unnece sary enforcement proceeaings and 
unnecessary difliculty in the regular normal conduct of their business. 
It was meant to improve on the previous regulations which, as some 
have contended, may or may ont have been a nebulous definition o1 

il not subject to proper definition. 

: The hew regulati 1iOh Was one ot the first matters that came to} \ 
oe attention as a new member, and I gave it proper consideration and 
aan it was my thought that it was meant te help in that particular regard 

al where it was definitive, by a mathematical certainty, because any 

irregular operator who then conducted himself on that mathematica! 

thi formula could feel free from any unnecessary or undue mterventiol 

af on the part ol the enforcement people and that he would be free to 
ape olve his full energies to the efficient operation of his busimess 
oe [ believe that constitutes all I have to say. 
a Senator SparkMAN. Thank you, Mr. Adams. 
o? Mr. Gurney. 
_— Mr. Gurney. Mr. Chairman, thank you. 
_ no You characterized yourself this mon hing as a layman when it came 
ae to aviation matters, L am In the same Calegory because I have on ly 

Z been a Board member for a little over a month. 

-— [ will say this, though, that during that month TI have found that 

the Board members take up regularly some very serious questions and 
sole they keep nght at it. so that my education durit a the last month 
ot has been, to say the least, intense. 
u I do not know that I have progressed very far—I would sav about 
| percent along the wav. , 
rine I do not know what my answer would be, were I to vote on 
problem a year from now, but right at the moment I would say if 
( s question came up I would vote in favor of the regulation th t has 

He peen put out, of three flights ana ¢ o}yt Hig) tS per month, t \ 

how Investigating. 

7 | L\ that because of. from what little expe) ences | | ive ( 
ew rl'e » my memory tells me that the aviatio anal try wasin a condit 

it we almost could not tolerate vhen we pa ed the a 
\ Ol meah tO say I \ I ere Viel 1¢ Vil YS | tu 
1 hatter t ict Was pa | OOthat I a hance tot c 
If ook at it. 
im therefore very pro d of the fact that Coneress did } 

the t and has created a stable aviation industry. I think we \\ 
cull i proud of what has happened under the et. 
ha Now, we come to the point where we have about the same eomn 
a tion as the contract mail carriers had prior to the act in 1938. ‘1 hey 

uld get a contract from the Post Office Department to fly a certain 
hat { ind along would come another cont t carrier and he would 

i! : 3 olt alongside of him. There wa no cha e Tor either one of 
the Lt pe iiehe ogi he it hon | here - vy could pile up sol \ 

\ @ ] dirplanes and keep gong in a good, healt 

1 | ) int to call attention to t ohe point t it LT thn ) 

i here toad or at least I rougnt Tol ‘ iv wna 

c that the Board has, duru le veal mv opinion. § 

1) iv toward mia vy Jargvel t more stat Live ‘ 
vet ns that starte Viatie the last 15 veay Ia 
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They started ina very small way. They are in the territory between 
Omaha and Sioux City, and spreading out from there. That airline 
is now In vood, he thy condition and bids fair to vel down on a basis 


where we can hope to appron hoa much more reasonable subsidy or 


mail-carrving expense to that line and there are lots of lines like that 
hat have grown from a small beginning, so we have helped, the act 
Iped, and Congr has helped in establishing a procedure to 
ly small business get bie and be worth something and amount to 
ething, not only in the air-mail-carrying field, but passengers, and 

| i i it l t10O | defense. 

You n think of many lines yourself, Iam sure, like Delta, down m 
vour territory, and Continental Airlines in the Southwest. running 
Colorado. 

‘We have q eroup of other small carriers. Some of them are 


r Ql all rioht. Some of them are not. but they had a chance 


() otthe loor v0 that started in what you almost might call intra 
te air traflie, because they only lapped over into adjoiming States, 


ttle way me of those are coming along all right. | am 
ve of one eC: Ned Pioneer down in New Mexico, Then there is 
1 rt he rone, Trag Texa They are both COMmMNe along very well, 

For what good it may be from the intense education I have been 
trving to get in the last month, T would say that the Board did. in 
pas 2 this regulatory measure for the irregular earriers, give them 

chance to really have stable business: it gave them enough places 
where they could fly so they could keep their planes busv and person 
ne v under efficient management—I think the field is wide open 
and that thev can fly everv day of the month under proper, efficient, 
and agoeressive management. 

I would sav further that thev are not the smallest seoments of the 

viation field Any group of planes that flies 400,000,000 air-miles 
pel \ ar—!] t| ink that was the fioure quoted by our Chairman ie 


pretty b gy business in itself, and they are worth while. rt for one, 
believe they can operate under this regulation and T believe they can 
increase the number of serviceable air-miles they will fly. 
Phat is about all I have, Mr. Chairman. 

enator SparKMAN. Thank you very much. Mr. Henderson, ow 
staff director, wants to ask a question. 

Mr. Henperson. Are you familiar with this publication of the War 
Assets Administration of 1946, War Wings for Peace ? 

In the report on their sales of these surplus aircraft, they say: 

In November 1946, as of September 1, over 550 DC-8's and 20 DC-4’s had beer 
ir carriers. Most of those sales took place in the first part 


Mr. Renrzev. Iam familar with the time and I know that the War 
Assets Administration sold them at very lucrative prices, or interest 
ing prices, to the people who bought them. 

As IT remember it. the DC-—3 aircraft went at $20,000. Thev sold 
tho inds of them not o1 lv to people in our country, but to foreioner: 
who started airlines with them. from all nations of the world. I; 
ga substantial part of the air servic 
of the world today. They sold them to some of the scheduled airlines. 
as well. Their job was to get rid of this terrific fleet at a price that 


fact. those airplanes are providin 
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would not break the aircraft production market and they did a very 
good job of it. 

Mr. Henperson. All those aircraft had to be licensed by the CAA? 

Mr. Rentrzev. That is right. Some of them required extensive mod 
fications. ‘They sold not only airline types of aircraft, amen 
types of aircraft, C-45 or Twin Beech aircraft which were formerly 
bomber trainers—I am familiar with what they did. 

Mr. Henperson. These sales took place in the first 6 months of 
1946 probably. 

Mr. RENTZEL. They sold practically the whole Eighth Air Fores 
for $65,000, as I remember it; at least a substantial part of it was 
broken up into scrap and went over into surplus instrument markets 
and sO On. 

Mr. Hi NDERSON, The Board was aware of the fact that those DC 
and DC—3’s could not be used as pleasure « ratt. 

Mr. Renrzev. Yes; and we think they can be used in large irregulat 
types of operation as well as airline types of operation properly cert fi 
cated. 

Mr. Hi NDERSON, The fir | op nion we havea V re ord of by the ( LB 
was May 17, 1946, which was after most of these aircraft were pu 
chased. 

Mr. Ri NTZEL. I ynagine it Was. 

Mr. Urnperson. There is no definitive statement as to what con 
stituted regular or frequent service before that time / 

Mr. Renrzev. That is right. 

Mr. Henperson. In the Trans Marine case, they criticized that air 
line because of services from New York to Cape Cod. They pointed 
that out as being frequent. Is that right / 

Mr. Renrzen. That is right, sir. 

Mr. Henperson. Do you recall the date of the first coach flleht by a 
regularly scheduled airline / 

Mr. Renrzev. I do not know about that. I was not there. Perhaps 
Mr. Ryan could comment on that. 

Did you say coach service by a regularly scheduled airline? Yes, I 
think it was November 1948. 

Mr. Henvperson. Are vou familiar with the ease of the nonschedul d 
carriers between Los Angeles and San Francisco ? 

Mr. Renrzev. Well, I knew about it indirectly because by that time 
I was getting interested in their safety record over inthe CAA. Sixty 
percent of the passengers bet ween Los Angeles and San Francisco 1 ow 
go by plane. It is substantial. 

Mr. Henprerson. Do you recall the opposition of the CAB to coach 
type of service there? Do you recall one airline had to form a sub- 
diary in order to escape the CAB regulations / 

Mr. Renrzev. I know they performed such a service 

Mr. Henperson. It was only after Western Airlines had defied the 
CAB that the CAB consented to the ope ‘ration. 

Mr. Renrzev. There may have been a time element. 

Mr. Hexperson. You said there was no limit on the military contract 
flioht . 

Mr. Renrzev. That is right, sir. 

Mr. Hy NDERSON, There Isa limit on the deadhead fliahts bac k. but 
they could make any number of trips carrying military personne 

Mr. Renrzev. They can fly under military contract . 
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Mr. Henperson. For the return they can be limited to three flights 
a month between Los Angel es and New York. 

Mr. Renrzev. That is, providing they are not getting a round trip 
contract, of course. ‘They have made some statements to me about 
that which I have been unable to pin down in regard to the fact that 
the military would only pay them for a one-way trip and therefore 
they had to deadhead back. That. of course, is a matter of business 
management, but [am not of the impression even vet that the military 
have made any one way contracts that provided for no cost estimate 
at all of : any round trips. It is possible that they are right. 

Mr. Hexperson. The transcontinental certificated carriers would 
not have to Worry about the deadhead back ? 

Mr. Renrzev. Well, he might or might not. It depends on what his 
schedules amounted to. He might have to wait until he got an extra 
section or some other useful means. He certainly would not be paid 
by the Government for flying it back. 

Mr. Henprerson. In the committee's request to the Board, the Board 
furnished the following figures: The irregulars carried 2.8 percent 
of the passengers « — by the certificated airlines in 1950. 

Mr. Renrzen. Yes, si 

Mr. Henprerson. They also furnished the information that the esti- 
mate varies, but the diversion by the irregulars from the certificated 
carriers is between 20 percent and 35 percent. I believe there was 
such a Census Bureau survey. 

Mr. Renrze.. | think that is rioht. I believe that ficure came out 
before the transcontinental or other types of coach service by the car 


riers came in. The diversion may be less: that is my only point. 
Mr. * Henperson. In other words, it is 25 percent of that 2.8 percent, 
whi h would be somewhere around 0.7 percent of the total airline pas 


‘ 


hat are diverted to the irreeular carriers. 

Mr. Renrze.. Well, let us talk about passenger miles. I think that 
a better figure to use. It is a question of how many passenger miles 
the people go. 

Mr. Henxperson. It would be about 2.4 percent of the revenue pas 
ver miles that are diverted to the irregular carriers. 

Rentzew. That is right 

Mr. Henperson. The irregular carriers became a real problem in 
the last 2 vears because of the volume of traffic. is that right ? 

Mir. Revzen. From what I know of the Board’s history. they have 
been a problem, with regard to the route type of service, ever since they 
tarted pet forming the route type of service. 

Mr. Henperson. The airline industry as such had its most profit 
able vear in 1950, did they not ¢ 

Mr. Renrzen. And they are having a better one this vear. 

Mr. Henperson. Subsidies are likely to be reduced ¢ 

Mr. Renrzev. We are going to try to eliminate them on the trunk 
routes, 

Mr. Henverson. If they compete at all, these irregulars compete 
with the large carriers, do the ‘vy not ? 

Mr. RENTZEL. Tl hey fundament: ally compete with the Big Four be 
that is where the business 1s. That is not exclusive, however, 
Mr. Siaaiesen: 

Mr. Hi ND} rson. We have representations to us in the form of some 
100 or 500 letters and telegams from students. In March 1951, March 
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r Q . 
hit 23, 1951, the Board issued an opinion that they would probably not 


erant exemptions for the year of 1951 for the movement of students 


-*p and ot her people on charter flights. 


ce Mr. Ry N'TLZEL. That isa separate problem, but one upon whieh we 

_— an talk quite a bit. 

—e The problem there is not a question of the Board not orant o ¢] ul 

= ter privileges. Again it is a question of defining what those charter 

~) rivileges are. 

ate The problem of the ones who communicated wit! Vou, | helye ve, 

uld that they have sold as indirect carriers a numb r of people Oh a 
I 


vidual basis, on a cut-rate proposition. 

If there are legitimate groups of people who want to travel and 
harter aircraft, there is nothing in the world to keep them from doing 
Oo. minder the policy. 

Mr. Henperson. But they cannot use a nonprofit o1 

Mr. RenrzeL. As you probably know, we have been tr 
a plan with the Youth Argosy to take care of the commitments 


} / 


tO WOrK 


JQ 


ev have, but a third party comes in and, acting more or less as a 
cet agent, sells indiscriminate ly to a wide variety of people a cut 
ite fare proposition, who have no particular adherence to each other. 

SU Phat isthe proposit ion Wwe are concerned about. 
a Mr. Henperson. Do you know about the rule of thumb in the travel 
vas business that ho one plans ul (rip to Kurope atte \pril 4 

Mr. RENTZEL. | think the problem is that Youth Argosy had a 


out ; ; 
pretty eood knowledge of what the Board's mntentions were, as an 
ar 5 
ounced In past Vvears. 
} } } ] ‘ t ? 
Mr. Henperson. Did the Board make any clear-cut statement priot 
nt, omach 24 
iS 1 , 1] ' 6“ en 
| ie Oo) ly statement we uid get wa that the Board mIeght no 
| grant exemptions in Tol, That also could mean “might.’ 
bart ] ] ' 
ho \Ir. Ri NTZEI | bel ve lf would put up a fl Y” Of caution to the 
ec ' 1 T 74 
ryt } | hierht iV that t 13 ra ws trving it] the more to get out 
‘ ; ' , ' } ' ‘ ’ 
tements of pol \ 1 bi SELT'e that peopie ao unders ana 1 
a the case of th) soroup. 1T they are se]! he neople } } | rrer 
- ‘ = i i 
( Lik =O c¥)} } Lriuve no have some reason to bet! ive] a 
er—we had. for example, this student movement 
4 ] ’ ‘.9 } } 
t imovement and we id people 65 years old on it. Ido not knov 
old or how Voun? students are. 
uve Mr. Henprerson. This has been a problem for three summe ow, 
ey ‘ 


Mr. Renrzet. Yes, and we are trving to clarify it. A 


‘ 


hi ou know, or mavbe you do not, we have beer trving to work W t | 
Yout} Argos\ and some of these Croup 1 tr'ving to tind out who the 
pt eple are they have made comMniltments to and what we can do 


i 
} 
i 


out getting them handled, but with the understanding that we do 
want to confine it to something other than just a third party tra 


i 


wenev selling to the public indiscriminately low-cost fares. below 


normal rates. 


I mean we have some responsibility lam sure Vou Fe ili e, Mr He . 


De erson, not only inte rnationally, to the nations with whom we have to 

- ve ona fare structure internationally, but we also have responsibility 
for our own fare structure, not to dilute it with n liscrimit ate eut 

4 te «) low cost tTrave I. 

C 
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I do not mean that in a wrong sense, but I think that is the kind of 
thing we are concerned about. 

Mr. Henperson. My main question was, that if the Board was fami- 
liar with the problem and knew what was going on and had experience 
with it in the past years, why there was no clear statement before 
March of 1951? 

Mr. Renrzev. Our people on enforcement probably gave them some 
clues as to what was probably coming. It was just a matter of time. 

Mr. Henverson. I think that parallels the testimony of the irregular 
carriers, that if a clear-cut statement came out it would have saved 
a lot of misery. 

Mr. Renrze.. That may be, but it all depends on what you think 
irregular carriage means. If an exemption for irregular carriage 
means regular operation over a route, that is a nice definition, but the 

nfortunate thing may be that we did not clearly spell out what the 
definition of “irregular” was, but I do not think by any stretch of the 
Imagination you can say that a regular operation between two major 


points is considered irregular. 
Senator SparkMAN. Thank vou very much. 
Mr. Renvzen. May TI submit for the record a definition of this ques 


‘ ] 1] ] ‘ » . 
on, or an attempt to handie t Ms question in October 19S. where it 
SAaVS 

Withir the me ning of this reculation any Operation shall be deemed to he 
nonscheduled if the air carrier does not hold out to the public by advertisement 
r otherwise that it will operate one or more airplanes between any designated 

ts regularly or wit reasonable degree of regularity upon which airplane 

‘ planes it wv accept for transportation, compensation, or hire, such mem 
bers of the pul s may apply therefor, or such express or other property as 
the publie may offer. 


[his is regulat on 400-1 issued d rectly September 7, 1958. 

Mr. Henperson. These are the publications of the last 5 years 
trving to define “irregular.” 

Mr. Renrzev. It is not an easy job, we admit 

Senator SparkMaAn. Thank you very much, Mr. Chairman and gen- 
tlemen. We appreciate your spending the morning with us. 

Mr. Renrzev. Thank you, Mr. Chairman, for the permission given 
to the be ard to appear on this matter, 

(Whereupon, at 12:10 p. m., the subeommittee recessed, to recon- 


vene at 10 a. m., Friday, April 27, 1951.) 
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ROLE OF IRREGULAR AIRLINES IN UNITED STATES 
AIR TRANSPORTATION INDUSTRY 


FRIDAY, APRIL 27, 1951 


UNITED STATE SENATE. 
SUBCOMMITTEE ON TRREGULAR AIRLINES 


OF THE SELECT COMMITTEE ON SmMAtL BustNess, 


Phe committee met, pursuant to ecnll, at 10:20 a. m.. in room 45¢, 

> | .} 1 

Senate Office Building, Hon. John Sparkman rman of the 
conunittee ) pre ad ne, 


Present: Senator Sparkman. 
Also present: Laurance G. Henderson, staff director 
Senator SparkMANn. Let the committee come to order. We ve 


with us this morning Gov. ernest Cy @] no, of Alaska. 
We are glad to have Vou W th us, Gov rhor, It vou wil ke 4 se 
at the head of the table and proceed in yout owh way 
Kirst let me apologize Tol Deng late. I was « \ 
CUSSIO) t] IS Morning and we Gol tl toa leat Cert | 
from there to here. 
We ive glad to have you Witt is and you may proceed your « 


Way. 
STATEMENT OF HON. ERNEST GRUENING, GOVERNOR OF ALASKA 


Mr. Gruening. Mr. Chairman, [am very happy to be here at youn 
nvitation ana to testity oO Lune § ib} t of A aska tViallo al d 
relation to it of the Civil Aeronautics Board. 

th Is ah extreme l\ mportant subject LO Alaska. 

\laska’s lack of development until very recently, after 84 yi 
under the flac. has bee larg ly due to la k of adequ te Transport ut Oo 

There were three basic methods of ti insportation that could b 
considered: one would be shipp ne. which has never been adequate ; 
one 1s by highway and we have hot had any lh) ghways because the 
( OnVTeSs has hever seen fit to ll ‘lude us ul cl r the Federal Hig way 
Act, this being the only Territory under the flag which is thus d ' 
criminated against; and that leaves us wholly dependent upon air. 

\laskans started developing air transportation very early. They 
were among the ploneers hol merely because they have the pioneel 
Ing spirit but because Alaska with its vast distances was a natura 
place for the development of air transportation. 

[ni many communities it was the only way to get around, 

P) or to World Wi Pi. We had ho fields 1! Alaska. Wi nad 
uds to aerial navigation. The pilots up there landed on sand bars 


h rivers, on lakes, and all kinds of little clearings: On 1 
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Bering Sea and on the snow-covered tundra in winter. I have flown 
with all these pilots and landed in such places. 

In this pioneering way, Alaskans developed a fine system of intra 
Alaskan aviation. 

All was going well until we yan into an absentee bureaucracy that for 


reasons ot Its own WV h cn Wwe have not been able LO penetrate, began 


to clamp down on this initiative and enterprise and has in conse- 
qui ‘e oreantly retat led the ne rial development of Alaska. 


Now one ot the things W hich the CAB a} parently has been unable 


to understand, despite our efforts for several years to make it clear, 
is that the situation n Alaska is basically different from that in the 
l hited States. l have no know ledge us to whether the policies ot the 
CAB within the 48 States are desirable Or od but | know inh Alaska 
they have been disastrous. 

In the United States, if you wish to travel from one point to an- 
other—let us sav from New York to Pittsbureh or Seattle to Omaha. 
or Kan as City to San Antoi io, if vou wish to travel or ship, you have 

ree recognized well-established alternative methods of doing so: 
Lo travel or ship by train. You can travel by highway—auto 

e or motorbus or vou cal Ship DY Truck. You have the third 
od, aviatio Consequently it would be understandable if the 


CAB desired to protect the regular carriers against too much irregu 
far competition, because there exists the natural and established compe 
tition of these other methods of transportation. 


But Alaska w do not have those other me thods. We have one 


railroad running 470 miles from Seward to Fairbanks. We have one 
highway running from Valdez to Fairbanks, and a few highways that 


] ] ‘ } 
ire DeGinning to he pushed out. Dut 


roughly comparable 1f, in the 
United States, let us say, we had a railroad running from Washing 
ton to St. Louis and a highway running from New York to Chieaeo, 


practically no highway system, 
and the situation might be considered 


and everything else would depend on air transportation. You would 
admit that under those circumstances air transportation would require 
an attention and solicitude that it does not need now in the United 
states. 


That roughly the situation in Alaska. 

In addit on to the se heduled airlines we have had until CAB started 
eracking down on them—and they have been practically put out of 
business—a number of nonscheduled carriers who served communi 


t} 


ties not served by the scheduled carriers, who rendered a service not 


rendered by t | e scheduled carriers ana pon whose services whole 
communities and businesses and activities were dependent. 

‘| he nonscheds rel dered all kinds of useful service. In my judg 
ment they competed oO! ly toa very limited degree with the scheduled 


’ 


carriers, Roughly I would Say they competed to the extent of 10 01 
15 percent on the edges and to that extent that competition was useful. 
It brought down rate and furnished the advantages we lose when 


e have monopoly. In re] eral | should Say SS) to 9%O percent of the 
traflic of the scheds was supplementary and was traflic that would not 
have existed otherwise and built up the whole economy to the advantage 


of not only Alaska but of the scheduled carriers themselves. 


I submit the more we develop Alaska, the more economic activity 
we have, the more people we supply and bring it about that they can 
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live the re, { he better it will be for all concerned, including the scheduled 


carriers. 


We have tried to vel this message across to the CAB repeatedly, 


Letter after letter has been writte ° We have ul red them to come 
up there and look the situation over. We might just as well h 
a 


ked to a stone wall. 
he policies of the CAB through the years have been diametrically 


} : 

opposed to the policies of this administration which are t » develop 

Alaska. to increase its population, to make t ln tnat tar rohery 
. ce bom 41 . } ‘ ] ¢ . ‘ 

purt o1 the world and those northern latitudes 1 fht opp e Soviet 


KuUSSIA. An example of the American wavy of life. 
Now if this third form of transportation upon which we are so 
ependent is throttled, the development ot Alaska > correspond rly 


rottled. 
[ am very hopeful, Senator Sparkman, that you and other membe 


of vour committee will visit Alaska next summer. I want to extend 
© you 2 very cordial invitation to come and stay with us at the Gov- 
ernor’s house when you are In Juneau, and vo around and heat rst 
ind from the people in Alaska—not merely Prot the terested 
irriers but the people themselves, the b isinessmen, the labor unio Ss. 
and from all people in every walk of life, what these policis UN 


meant to Alaska and how detrimental they are. 
It is not easy to form one’s OpimMion at a aistance, no matter what 
i 


the testimony may be. It is only when vou come to Ala Lal ‘ 
the situation first-hand that the understandine will be clear 
this means. 


Now. | could elaborate this at considerable lenot 
essence What I have to say. 


We are not owivell in Alaska LO kicking unnecessarily. Alaska Ss 
are a rather independent-minded bunch of individualists. They 
uffered great discriminations through the vears—diseriminat S 


} 


which have led us to the conviction that we will never be free from 
] ] . 

them until we have statehood and the free equality which statehood 

OnVeVS, But when things Vet too | ad we have tO Make our protest. 


And after doing it in the proper manner through normal mnels, 
ting to the agency in question al a vetting no res Its v LL Sor 

we are very grateful for this opportunity to come before a committee 

of the Congress, which. after all, is the controlling body in the case 


of a Territory. 
\ Territory is the creature of Congress. Congress tomorrow could, 
t wishes, abolish our Verritorial form of government. or it could 
do anything it wants. Having that power, it has, we feel. a corr 
ondiIng responsibility to diminish such discriminations bY bureaus 
ien they exist, and this in my judgment has been one of the most 
vrant cases, 
Now I think it is simply due to lack of understanding. We charge 
nister motives on the part of anvone but it is very distressing 


iat after the years, after repeated efforts to bring thes Inipie 
elementary truths home, we get no results whatsoever. 
Senator SPARKMAN. How many scheduled carriers operate bet weet 
mainland and Alaska 4 
Mr. GRUENING. We have at present only two. We have Pan Ame 
in Airways, which comes from Seattle via Ketchikan, Juneau to 


l 


Fairbanks, and we have Northwest Airlines, which comes by two 


108 ROLE OF IRREGULAR AIRLINES 


routes. one from Seattle to Anchorage direct, and another from the 
Twin Cities over the inner Canadian route, Edmonton to Anchorage. 

That is another example, in our judgment, of a very erroneous action 
on the part of the CAB. 

Some 6 years ago we had the so-called Pacific case, which was to 
determine what carriers and what routes would fly to Alaska. Up to 
that time we had only one carrier, Pan American Airways, which 
began its flying in 1940, That was the first time Alaska was con- 
nected with the United States by a commercial carrier. 

A good many years after Pan American had pioneered routes 
through South America and across the Pacific, that happened, and 
in that year the first commercial service was established. 

Being behind, we felt we needed additional service and such pleas 
were made. The Pacific case was inaugurated. 

While this case was being heard, there emerged the report of the 
examiner, concurred in by the public counsel, which recommended as 
follows: That there be a new route established across the country 
following the Great Circle route through the Twin Cities and Chicago, 
which weuld not only be more direct because it was over the Greai 
Circle, but even on a mereator’s map would be following the hypoten 
use of the triangle rather than the two sides. If, for instance, you 
wanted to fly from Chicago to Alaska, you would then have had to go 
first to Seattle due west, and then turn and fly north. 

A second recommendation of the examiner and public counsel was 
that there should be an Alaskan carrier which would compete and 
vo down the coast to Seattle. That Alaskan carrier was very im 
portant because we felt that some earrier that had developed the mar 
kets and the contacts n Alaska should have a similar contact in the 
United States. 

There has been a growing feeling in Alaska that the larger inter 
national carriers are less concerned about serving Alaska than to 
use Aalska as a place to pass through to the ( Yrient. and SO the exam 
iner and counsel recommended this route over the inside passage 
through the Middle West, an Alaskan carrier down the coast. and 
further provided that Pan American should be able to go to Anchorage. 

We were very much pleased with ‘those recommendations. We 
felt that for the first time there had been an intelligent appraisal of 
our needs, but we rejoiced too soon. Shortly thereafter a delegation 
of the Seattle ( ‘hamber of ( ‘Commerce, backed by its delegation, went to 
Washington to protest the idea of anybody flying to Alaska commer 
cially except by way of Seattle. 

We thought then. and think now, that Alaska is too big to be tied 
to any one city. We think that the Middle West and the East are 
entitled to a direct route to Alaska, which is very much shorter, and 
we feel that Portland should be a coterminus with Seattle. 

When the report of the CAB’s recommendation emerged it set aside 
most of the examiner’s recommendations. We had lost the Alaskan 
earrier. The outside and inside routes were given to the same carrier. 
Northwest Airlines, although there were 13 applicants, and both these 
certificates were civen to the same carrier, which we did not conside 
desirable because a carrier does not compete with itself, and the 
consequence has been that the inside route had been slighted and not 
developed. ' 


} 
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We still have to fly pretty muc *h, if you wi int to goto Al: iska from 
the east, by way of Seattle, and t: ake the two sides of the triangle. The 
‘nside route flies only four times a week and never seems to fly on the 
dav vou want to go there. 

That is the reason why there has been constant agitation for a 
further hearing for additional certification and that case has been 
before the CAB for 3 years. Now, that is a very long time in these 
rap! idly moving times, and that seems to us somewhat characteristic 
of the way CAB has been operating. 

We woul | like t to see a little speed- up. We would like to see a little 
intelligent appraisal of our particular problems and that is the burden 
of my testimony. 

Senator SPARK MAN. How many of the nonscheduled carriers oper 
ite between the mainland and Alaska ? 

Mr. GRUENING. Well, they have been put out of business so rapidly 
that I cannot teli you just what the score is now. There used to be 
over a dozen. In fact there used to be at least a score. but I do not 
know how many there are now. Hardly a month goes by that some 
old carrier is ordered to cease and desist. I think there are four 
left now. 

Senator SparKMAN. Does their cargo consist of supphes and pas 
sengers ¢ 

Mr. Gruentnc. Mostly supplies. 

Senator SPARKMAN. W hat supp lies do the ‘Vy carry ¢ 

Mr. GrUENING. Everything under the sun; everything anybody 
might need. 

Senator SPARKMAN. Is that done on an order basis? Do they have 
merchants they regularly supply with certain lines of goods ¢ 

Mr. Grurentna. Yes, merchants they supply, somebody that has a 
pressing need, somebody in a remote place who is, we will say, 
farming with a tractor and the tractor breaks down and there is a 
missing part which cannot be supplied. He goes TO the local nons he 
i} d the nonsched will rende} h hia personal Service al «| }) ek it up rol 
him down below and bring it to him. 

Senator SparKMAN. Pretty much like the farmer in this country 
uses the parcel post. , 

Mr. Gruenina. That is just the way. 

Senator SparKMAN. I believe under this regulation CAB proposes 
to put out, they would be allowed eight flights a month between Alaska 
and the U nited States. 

Mr. Greunina. I do not see why they impose regulations which 
make it economically impossible for the carrier to operate. The Vv are 

simply strangling the carrier slowly. These nonscheds do not get mail 
pay, they are not subsidized and vet if the y are reg istered to such a 
small number of flights they cannot make a profitable thing of it and 
that is in effect what has happened. 

Now, I have here a few notes on a number of more or less typical 
examples of the kind of service the nonscheds supply. I do not 
know that it is necessary for me to take your time to read it, but if 
vou would like, I would be glad to insert it for the record. 

Senator SPARKMAN. I think we would like to have it for the record 

Mr. Gruentinea. It shows that all sorts of things are brought 
particularly that are suddenly required for an emergency. 


S40R9 51 g 
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(The document referred to above is as follows:) 


I t Gruenir Governor of Alaska subject 
( r Ciy \ nin Alask the Case Against the Civil Aeronautics Board] 


Che Civil Aeronautics RBonurd has been blind to our needs, and deaf to our 





appeals, also with respect to the nvaluable service which has been rendered 
\ ka by tl no heduled carrie! Chey have saved the day for Alaska 
nd for specif \ ka « munities, not only in times of marine tie-ups, but 
every th of every year. These “nonscheds” have been instrumental, likewise, 
ring somew he tow reason the high air rates which formerly existed 

wl poly was unchecked, 

Let me cite a few specific examples of service rendered by the nonscheds whic! 
is « i type of which Alaska will be completely deprived if the CAB succeeds 
ced intentio f driving them from the Alaska scene 
Fairb Med | and Surgical Clinic repeatedly needs surgical supplies 
edi e, and X-ray tubes 1 hurr The clinie requests Arctic-Pacific, Ine 
’ Hak spi a }) k up at a Senttle SUPPIN house and have the shipment 
aboard e first plane In two cases, Arctic-Pacific held its plane at Boeing 
Fic \ e supplies were rushed out by ta. Deliveries have often been made 


in les han IS hours after the request was made, 


The Bank of Fairbanks shipped gold valued at 5125,000 on one nonsched carrie! 


Ch ) vere delivered to the United States assay office, then Phil Johnson 
wis telephoned that the shipment had been delivered and the receipt numbers 
or confit tion 
Northern Consolidated Airlines, with headquarters in Fairbanks, uses non 
scheds to bring in needed repair parts for their planes which are used for mail 
n the interior and for bush operations 

Ladd eld and Government contractors constantly buy office equipment 
calculators, et from local Fairbanks dealers. Most of this stock 
is not on hand, and nonscheds render a,real service to the dealers and purchasers 
by picking up the equipment in Seattle and making delivery in Fairbanks in 


most cases in less than 24 hours 

Last year a cold storage plant in Juneau had a machinery breakdown. Sched 
uled carriers could not assure transportation of replacement parts (which 
weighed more than a ton) in less than a week. An Alaskan nonsched was con 
tact at Boeing Field. The repair parts were rushed to the C46 cargo plane, 
and were delivered in Juneau in less than 12 hours. The contents of the cold 
storage plant were saved. 

Practically all Alaskan nonscheds have taken out reindeer, bear, or dog teams 
for special events in the States 


CAA personnel and their families at Northway have a soft spot in their hearts 


for Fairbanks nonscheds. At regular intervals they make up community orders 
for perishables and other purchases to be made in Seattle. The purchases are 
e d the next (—46 stops at Northway with their orders. 


Nonscheds carry automobile parts almost every trip. The mortality in fenders, 
bumpers, ete., in taxicabs is very high up here. Several cab companies have 
ound it extremely profitable to use the nonsched service between Seattle and Fair 
nks to bring in their needed car parts 

Yukon Equipment, Ine. (Allis Chalmers dealer, and representative for about 
30 lines of heavy equipment) utilizes nonscheds regularly for quick delivery of 
machinery, repair parts, et 

Last year an entire fleet of new earth movers on the Tok Cut-off went out of 
commission due to faulty design. Two nonsched planes were chartered to fly 
new purts to this fleet , 

Big Delta Air Force Base asked Davis Plumbing & Heating Co. of Fairbanks 
to furnish nearly 8 tons of plumbing equipment to complete a contract before 
freeze-up. Davis asked a Fairbanks nonsched for emergency operation. 

Rush orders were placed with Seattle plumbing houses. Some of the fittings 
had to come from Portland, After-hours delivery was made to Boeing Field, 


and the entire lot was delivered to the Big Delta Air Base in less than 4 davs 
Fairbanks beauty shops call up nonsched offices, state that they are out of “cold 
waves,” or creams, ete. Seattle offices call “Berlihers Beauty Supply” and a ship 


ment goes horth on the next plane, 
Last week a man walked into the Fairbanks oflice of a nonsched and stated that 
he had been offered a job, provided he had a kit of tools. He gave the nonsched 
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yperator a Seattle address where his kit could be located. The nonsked picked 
ip the kit and delivered it to the man in Fairbanks, 
Dozens of times Alaskans have written to nonsched offices to buy for then 
Seattle, “10 vards of cloth like the enclosed swatch,” “a fan like the e in tl 
azine ad,” and Christmas presents almost by the plane loa } { 
. of Arctic-Pacifiec has bought birds, gold fish, luggage, jewelry, drapery mate) 


or 
ere rniture, candy, medicine, cheese and hams for Italian celebrations, and ¢ 
iska ss other items for persons throughout Alaska. 
but Last fall Nick Eidem of the Tanana Valley was digging pot es 
wise nical potato digger. A casting broke, and no replacement part w 
eters ni Fairbanks or Anchorage Nick appealed to one of e he | 

rbanks The nonsched phoned the part number to ( ‘ | 
hic Seattle office tinally located a spare casting in Auburn, Wash. Knowing that N 
eeds od to lose his entire crop, the nonsched operator drove to Auburn, bought 

and got it aboard the plane the same night. The crop w Suave 

lie ) a recent cold sp the Crystal waterworl hairh eXpel 
nit ortage of demijolins for water delivery. One nonsched made a special } 
AY eattle, held the plane an hour, and delivered the demijoh the me 
ell Until recently, the interior of Alaska has had only bottled beer. A nonsched 
nade ude tests on beer in kegs for Rainier Brewing Co. The 

e Ssatistactory, and the Northern Tap Room started in business with 
ri¢ 
nson Golden North Airways flew an entire switchboard from Chicago to | 
ibers ieb the local telephone office was destroyed by fire Che nonscheds are ¢« 

y carrying sowe telephonic supplies for the municipal syste 
non Arctic-Pacilic, Ine., does all of the Seattle purchasing for Donald S 
aan oprietor of the only mercantile store in Barrow 

Golden North Airways brought in an entire plane load of peaches from Kei 
- wick, Wash., to Fairbanks. This was the first time Fairbanks had ever | 
to eaches priced reasonably enough for canning 
ainwe Last winter a scheduled carrier promised Sears, Roebuck Christmas « 

its Fairbanks orders Just before Christmas the airline an ! 








: - was unable to fulfill its commitments. Nonsched carriers took over and delive 
—_ werchandise in Fairbanks, completing the last load on Christmas Li 
hick \ Nome morticial needed a cask tat once He ord ed fron a Se: Tle iiss 
ora mpany, one of the nonsched operators made a special del very | p to pre 
aa asket and get it on the first plane to Fairbanks, thence via Wie \il 
Milany Alaskan merchants state that they ship entirely by nonsched 
t tu e they get personal service and faster shipments Fairbanks ¢1 I 8 
‘auaMs he nonuscheds for the books, church supplies, and Sunday school m I 
oe Fairbanks dentist had his new office equipment brought in via a nonsches 
z Green’s Furniture Store in Nome depends on the Fairbanks nonskeds to « 
ders eir furniture purchases in Seattle. Fairbanks Lumber Supply bring 
are pments of doors, hardware, et by nonsched Latest : t pa Lf 
; ‘in every week to Griffin's 
ns The University of Alaska was badly in need of supplies. It requested 
ee ks nousked to expedite the shipment The nonsked contacted the shipp 
rat brought the priority supplies north at once 
' Now, let us consider the unfortunate plight of southeastern A Co 
men g about one-third of the Territory’s population, including 5 of the 10 at 
y Ol es, the region does not enjoy the service or reap the benefits of increased 
gles merce as does the northern areas Service between the United States 
eae theast Alaska is provided by only one scheduled airline 
) fly \n excellent example of the strange workings of the Civil Aeronautics B 
5 e case of Sitka and that community's fight for direct air servic se 
inks Sitka, former capital of the Territory and its fi’th largest city, is s« 
Lore eduled airlines only on an indirect route via Ketchikan or Juneat I 
ss frequent boat service than at any time during the st 20 ve s. Sitk 
ngs te of Sheldon Jackson Junior College. It has at Edgecumbe the Mount Beg 
- ibe School, with a student enrollment of 650, the largest education s 
ays n Alaska Thus, Sitka has the only two educational inst t s of 
ing excepting the University of Alaska at Fairbanks 
Cold August 1947, Totem Air Service, established by a group of enterprising 
hip erans using amphibious aircraft, gave Sitka its first direct air connection w 
States. During 2 years of operation public demands for the ss 
that onstrated that more than “casual, infrequent” air transpo s 


‘hed ed and needed 
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Persons wishing to fly to Sitka from the United States must travel by Pa 
American to Ketehikan or Juneau and thence to their destination by small sea 
plane. This usually necessitates remaining overnight to Ketchikan or Juneau 
or inconvenience to the traveler, as well as adding appreciably to his total trans 
portation expense. 

One of the principal users of Totem Air Service has been the Alaska Nativ 
Service, an agency of the Department of the Interior, which operates the Mount 
Edgecumbe medical and educational facilities on Japonski Island near Sitk: 
Large quantities of medical supplies, fresh fruits and vegetables, and other need 
for the hospital have been flown to Sitka by Totem Air. More important is tl 
fact that many patients requiring specialized emergency treatment have be 
flown direct from Japonski Island to Seattle medical centers. Hospital officia 
e uot desirous of having their patients transferred from one aircraft to another 
nor do the scheduled airlines encourage the transportation of stretcher cases 
If Totem Air Service planes are not available, the patients are kept in the hospit: 

departure of the first south-bound boat. Owing to this unfortunate situ 
several lives have been lost which might have been saved if the patients 
uld have been flown immediately and directly to the States. 

When the Mount Edgecumbe installation is developed fully—an event close 
land t will accommodate 2,500 persons, including hospital patients, students 
‘ employees. This will give Greater Sitka a population in excess of 5,000 
persons, which certainly should warrant direct scheduled air service to thi 
| ted States 

Having pioneered the route, Totem Air Service applied to the Civil Aeronautics 
Board on March 10, 1949, for a certificate of public convenience and necessity to 

rt persons, property, and mail on a regular schedule between the termina 
points of Seattle and Sitka, with a coterminal at Ketchikan. Despite the fact 
the application was supported vigorously by signed letters and statements fron 
encies and public officials, the Civil Aeronautics Board has not ye 
ted on the application, and planes of Totem Air Service have not flown a mil 
re than 6 months Thus, the CAB, on the one hand, cracks down on Tote 
sa nonsked and refuses to grant it a certificate as a scheduled carrier. Th 
as always, is the victim. 


Mr. Grvuenina. I would like to say the policy of the CAB has bee: 
the basis of protest by the Alaskan Legislature on repeated occasions, 
| have here a memorial passed by the last legislature in the house 
of representatives last month. The legislature that met 2 years pre 
viously adopted a similar memorial, pleading with the CAB to adopt 
amore liberal attitude, but it has all been in vain. 

I would like to introduce that for the record. 

Senator SparkKMAN. We will be very glad to have it for the record. 

at e document referred to is as follows 2 


Qo 


Maren 17, 1951 
In the House By Messrs. Conright and Scavenius 
Hlousk MEsmorraAL No. 52 
IN THE LEGISLATURE OF THE TERRITORY OF ALASKA, TWENTIETH SESSION 


ro the Honoreble Harry S. Truman, President of the United States; 
To the Honorable E. L. Bartlett, Delegate to Congress from Alaska; 
To Delos Rentzel, Chairman of the Civil Aeronautics Board; and 
ro Amos Heacock, president of the Independent Air Carriers Conference: 
Your memorialist, the House of Representatives of the Territory of Alaska 
twentieth session assembled, respectfully represents: 
Whereas nonscheduled airlines first proved the possibility of air freight t 
Alaska, with resulting lower rates; and 
Whereas nonscheduled airlines have been the only carriers to provide the 
‘Territory with adequate transportation to many areas; and 
Whereas it has been proven an economic advantage for the transportatior 
if fisherme cannery workers, miners, construction workers, and many others 


for 
ani 


Al: 


Bo 


Oy] 
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Whereas many places in the Territory are dependent upon air freight for 


foodstuffs, such as fresh vegetables, eggs, meats, and other perishable products ; 


Whereas the nonscheduled air-freight business is slowly being driven out of 
Alaska through constant undue restriction imposed by the Civil Aeronautics 


Le d, resulting in inadequate air services ; and 
Whereas alternate means of transportation common in the States, such as rail 
s and truck lines, either do not exist in Alaska or serve only limited areas 


Now therefore, your memorialist, the House of Representatives of the Tet 
if Alaska, in twentieth session assembled, respectfully urges that the Civil 


\eronnutics Board study carefully the vital necessity of adequate air se 


nd within the Territory, and whenever further hearings are he 

pose of suspending, revoking, or curtailing the operatior 

gy business within, to, or from Alaska, that due conside! g 

essity of adequate air service for the Territory an t t the needs and 


shes of the people of Alaska he respecte 
And vour memorialist will ever pray 


Senator SPARKMAN. What does that part cular memorial deal with ? 

Mr. Gruening. This particular one deals with the non-scheds. 

Thev are all part of the same picture, | think it Su mistake, as I 
| 


ed to pom out, because of the special and peculiar s tuation that 


} 


eXIStS Il \laska, to consider the scheds and the non-scheds as being 


opposed to each other. There S a natural tendency on the part ot 


nvone who can get a monopoly to prefer that for himself. 
Senator SpaARKMAN. Do you co der them complementary to each 
other ¢ 


Mr. GRUENING. I so consider them: ves, to a very large ext 

Senator SPARKMAN. Do you know, offhand, just in a general way, 
to what extent the regularly scheduled carriers transport supplies ¢ 
Is their carriage principally passengers / 

Mr. GrueninG. No: they carry supplies too, but they frequently are 


ible to supply the needs Ot the COoOlwUINUN ty. Phey do no | yply 
ifficient cargo transportatiotr to sat sT\ the needs of the commu LV. 
The evidence of that is that all these non-scheds were doing a vei 
good business until they were put out of business. 
Senator SPARKMAN. Do you know whether or not 


pplications pending for additional service to Al iski ¢ 
Mr. Gret NING, The scheduled alrl hes have th | 
is L say, has been before the Board now for} vears 
Senator SPARKMAN. That is the one that has been there for 3 vent 
Mr. Gruentna. Yes: and we hope it will be decided very shortly 
Senator SPARKMAN,. This line that goes from the Twin Cities, d 
ul Say that was Trans-World / 
Mir. GRUENING. No: that is Northwest. 
Senator SPpARKMAN. Is Alaska its terminus or does it go on to the 


rent 4 
Mr. Gruentne. Well it does both. It goes to Anchorage and the 
to the Orient- Japan and Manila. That is, we are merely a stop 
the route. 
Senator SpaRKMAN. That is the point I was trving to get. 
Are any of these supplies vou mentioned food supplies 
Mr. Gruentne. Oh. ves. Yes. indeed. thev are 
Senator SparkMAN. Fresh fruits? 
Mr. GrugeniING. Fresh milk, fresh vegetables. an 
Senator SpARKMAN. Must Alaska depend part o e] | 


ts tre h foods? 


Mh CARU ENING. kor certan prodtuel + we 
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Senator SPARKMAN. Fruits? Does Alaska grow fruits? 

Mr. Greentnea. Only berries. Most of the fresh fruits are brough 
up from the States. We have an agriculture up there which consist 
of root vegetables and so on, but the fruit and some vegetables con 
from below. 

Senator SparKMAN. How about the dairy industry ¢ 

Mr. Grueninc. We have dairies, but not sufficient. We depen 
upon the outside for a good deal of milk. That situation will grad 
nally be rectified because beginning 2 vears ago the Federal Gov 
ernment inaugurated a different policy in regard to agriculture an 
is no longer denying us funds under the various acts of Congress 
to which we were long entitled but were unable to get. 

Senator SPARKMAN. How about leafy vegetables: do you get those 

Alaska ¢ 

Mr. Grurnine. We grow very big cabbages, perh: aps the largest un 
der the sun, and cauliflower, carrots, peas, Easine and so forth. 
Those do very well up there; rutabagas. 

Senator SPARKMAN. Is most of the population of Alaska concen 
trated in the relatively few cities and towns ¢ 

Mr. Gruentnc. No; it is rather widely scattered. We have som 
concentration in the towns. The largest community Is Anchorage 

Senator SPARKMAN. What is the population / 


Mr. Grueninc. The population of Anchorage itself is about 11,000, 


but the Anchorage area would have about twice that number. 


Then we have t hree towns of about the same size, Juneau, Ketchikan, 


and Fairbanks. — are about 7,000 or 8.000. Then we have 15 o1 
4) towns that are between 1,000 and 1,500, and then beyond that a 

lot of small settlements, voiInge down to the isolated tr: ap per in his 

‘abin or the fisherman along the shore. That is why the situation i 


Aisskee is different fron that in the United States. Manv of these 


Individuals in these communities can be reached during a large part 
of the vear only by air. 

sel ite r SPARKMAN. | sup pos e Vou do not know the approximate 
total number of fli lights vener% ally made bv the nonscheds from the 

amland to Alas ka. do vou! 

Mr. Grvuenine. No: I do not: but T am sure that information ea 


1 } 


he secured for you wit! iout ve ry miuec h di fic ulty. 


Senator SparkMAN. You do feel very definitely that the termina 
on of these services, or the severe curtailment of them will have a 
serious effect on Alaskan economy ? 


Mr. Grueninc. It already has had and will have an even more ad 
verse effe: tu) less the process is reversed, 

Senator SparkMan. Thank you very much, Governor. We ap 
preciate your appearance here. 

Mr. Grurenine. You are very welcome. 
please / 

Do vou have a prepared statement ? 

Miss Carricguar. No: I do not, Senator. 


STATEMENT OF MISS SALLY CARRIGHAR, NOME, ALASKA 


Senator SparKMAN. May I have your name and address, please ? 
Miss Carrignar. Sally Carrighar, Nome, Alaska. 


Senator SparkMan. Miss Sally Carrighar, will you take the stand. 





Th 








Miss CARRIGHAR. 


Indeed | ah. 


ARRIGHLAR. 
order to eather material, I h: 
t 1s becal 
terested in this su 
Senator SPARKMAN. You are part of the ta 
Miss CARRIGHAR. 
ey used to do. 


in Nome, 


uld be, but 


for Instance, bread is 65 cent 


You mean 
In effect they 
The end rest 


‘| hat is noht. 


SPARKMAN. 
to Russia, 


Miss CARRIGILA 


mPARKM 


y : 1 } 
ones who proneered th 
there for 15 to TI} 


» fact that 
~toanv of the towns wher 


d of planes, tl 
the floor, and no f1 
le companies to be 
where the vil 


AIRLINES 


Senator SpPARKMAN. What is your business? 
lama naturalist and 
cles on human subjects for the Saturday Evening Post. 
Senator SPARKMAN, 
Miss CARRIGHAR. 
SPARKMAN. 


nterested ¢) 


Move 


1 am being so handicapped that 


Nome 


a loaf last fall but ou bakery burned ce 
vet our bread from Anchorage over here. 
to carry it and they charge 35 cents a 
SPARKMAN. 
You do not mean that. 

Miss CARRIGHAR. 
Senator SPARKMAN., 
did not actually set it. 
Miss CARRIGHAR. 
Actually. In) etlect. they determ rie 
ind therefore w he 


lly 


the « 
as S< heduled carriers, 


concent 
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of rivers. Then there is one so-called irregular certificated operator 
who may go anywhere, and the rest are the pilot-owners—that 1s, 


bush pilots—who no longer can go to the vill: ages where the revenue 
IS, The revenue comes from transporting sup plies and people from 
town to town. And when I say “town” I mean anything over 50 
people. 


The bush pilots used to go from town to town. They carried the 
mail free on what the post office calls gratuitous runs. But in going 
from town to town they zigzagged over the countryside, and thereby 
gave protection to the people on the ground below—the hermits, the 
miners, the prospectors, and the homesteaders. The two or three little 
sshins that would be concentrated at the bend of a river where the 
fishing was good, or whether the caribou came through a pass, the bush 
pilots were the friends of these people, and they undertook to protect 
them. They always would come down if there was no smoke from a 
chimney. Certain bush pilots took responsibility for certain people. 

Senator SparkMAN. How would they come down ? 

Miss Carricuar. On their skis. The Governor spoke as if it were 
in the past, where they came down on river bars and hilltops and ice 
packs. They still come down largely out in that part of the Territory 
in the same very informal way, just where you can get down, just on 
the beaches. The beach may be a landing strip today ; tomorrow when 
they go there there may be driftwood all over it. It is very hazardous 
flying, but they have done it with a remarkable scarcity ef accidents. 
It is partly due to their great familiarity with the country. 

You see, there are no landmarks, like roads and highways, and very 
few radio beacons. The country has a great monotony over a large 
part of it. A friend of mine was up ina plane when the fog closed in 
very quickly, as it often does. They are supposed to fly contact with 
the ground in those small planes. So they flew — above the 
clouds, with the gas running out, looking for a hole to get down 
through the clouds, and finally there was a little dark aed and they 
looked down, and the pilot. who had been ia that country for about 
20 vears, said, “There’s that tree.” It was the only tree within 15 
miles, and, because he knew the country SO well, he knew that tree. 
Therefore, he knew what the altitude was there and he could proceed 
over the clouds with perfect safety and come down at a clearing that 
he knew was a certain distance from the point where he was. 

Senator SparKMAN. Now you speak of the CAB allowing scheduled 

“aArriers to operate bet ween those points : around the northwestern coast. 
Is that one of the Alaskan lines? 

Miss CarricHar. There are two; yes. 

Senator SPARKMAN. There are two Alaskan lines? 

Miss Carrignar. One is owned in Fairbanks and the other in An- 
chorage. This coast line that I speak of is about 1,000 miles from 

Jarrow to Bethel. Fone back over about 500 miles of tundra. 

Senator SparkMAN. Did you prepare that map ? 

Miss Carricuar. Yes. 

Senator SparkMAN. What are the red lines? 

Miss Carricuar. Those are just the judicial divisions, and the little 
red dots are landing fields, but. of course, they come down in a Tot of 
other places. 

Senator SPARKMAN. Of course, we have been primarily concerned 
with the nonscheduled carriers that are operating from the main- 
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land to Alaska. You have brought anew element into it with reoard 
to vour bush pilots inside Alaska. | 7 

What do vou have to say about the irregular carriers from the 
mainland up to Alaska’ Do vou feel there is a need for them to be 
allowed to then continue to operate without serious curtailment 4 

Miss CARRIGHAR. I know there is more air frer@ht from Seattle to 
t | © big Cit i s than the four nonscheds and the scheduled lines togvethe 
an handle. 

\Ir. Robert ‘2. Kinsey, who is the region | director bor 


} Zo to 


boasted to me that he had reduced the nonscheds trom 
that all the 4 are on the way out. 
senator SPARKMAN There are four operating there} 
Miss Carriaguar. There are four operating now. 
Senator SPARKMAN. From the mainland 4 
Miss Carricguar. From the mainland up to 
pilots are also going out of business because 
@X1St. 
Kor instance, in this little town of Unalakleet 
sound where I spent a vear, there was 


Johnson who flew up in this area, knew its people, 
needs. When this ruline came out in December that 1 


could VO nto the towns, ever, where The se heduled lines Hy, 


prohibited from Fong from Unalakleet to the nearest 7 towns 


iy 


both sides, 1 on the north coast, and 10 on the south coast 


I saw his records for a single week, and thev nu 
of service, Which is now lacking to the people. He 
his parents up here In Kovuk. 


] ] 


ad to wait at least 2 lay s for the certified 
el) probably longer because Nome. where the scheduled hi e- 


(il On) furlough to 


auive 
{ . 

are based, has twice as much unflvable weather as this t line 

around here that Art Johnson was serving 


In othe words, a lot of the time the scheduled He e just cannot 


} 
| 
| 


get out of Nome. They are supposed to go down the cost three times 
a week In order to prohibit Johnson from fly he people back and 
forth in this area, and there is a nurse in Unalakleet who serves these 
villages, and he used to fly her and she said she thought she could 


no longer stay in Unalakleet because she could not get around. She 


) 


was stuck in NKovuk for 12 davs because the scheduled lines just did 
not get down to take her out. but they send the plane down here 
three times a week. , 

There is no late census of these 7 villages from Nome to Unalak 
leet, so I checked with the regional staff of voters. In the 7 towns 
there are 165 Eskimo voters. They get this service three times a 
week. The postmaster told me that quite often the pouches they 
carry away from the villages carry but a single letter. From Unalak 
leet dow nto Bethel. down here, there are 10 towns. The lareest have 
VO people. They are the most primitive Eskimos 1)) Alaska. Th: \ 
cannot read and write. 

So | said to Mr. Kinsey, this regional director of the C AB, “ 
in the world are the mail plat es doing down there? They ff 
times a week down there, thereby prohibiting the bush pilots from 

He said. “Oh, the freight has increased six times i 

vears.” And T said, “Maybe from 1 pound to 6 pounds.” 
1, “Well, some is very bulky: garbage cans, for instance. 
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only get two garbage cans in a plane.” TI said, “Are they ordering 
garbage cans?” He said, “Oh, ves.” 

That is hard to understand because hungry dogs are actually a 
problem. They eat people up there. You would never get from the 
door to the varbage can without being attacked by a dog. 

Another thing he did was to take a mother and her little baby from 
this village here, 12 miles over the certified airlines route—took that 
mother and baby ‘up to Nome to the hospital. 

Now, that village has no transportation whatsoever, no way to get 
to Nome. ‘That mother and baby would have to go by dog team. 
Incidentally, the dog trails have been abandoned since flying has 
become so prominent in that part of Alaska. 

Go back just a moment to Art Johnson and his being put out of 
busit Ss. The scheduled line is supposed to go down there three 
times a week. When I was gathering some of this material for an 
editorial that the Saturday Evening Post was interested in, I found 
that actually the scheduled line was only going two times a week. In 
ther words, Art Johnson was put out of business on, shall we say, a 
discrepancy. 

Mr. Kinsey said that for the last year there had been a misunder- 
standing about that. “They only went two times a week and they were 
supposed to go three times a week and it would be interesting to know 
if thev collected mail pay for the three times a week because that was 
the schedule that was in the record. 

Incidentally, the plane they use, which is tied up 6 days a week, 
charters at S45 an hour. I do not know how their bookkeeping MOeS, 
as far as reckon oa the mail pay is concerned, but I imagine it would 
not be far from 845 an hour, which figures out at $112,320 a year to 
take mail to 165 or 170 illiterate Eskimos, who do not want it. They 
would much rather have Art D. Johnson. 

Senator SpARKMAN. They do not want the service and do not want 
the ma |. 

Miss Carricuar. I mean they do not get the mail. The plane just 
comes over. The plane gets paid for the mail and it just flies over the 

It does not have to come down. It just flies over. It just 
‘the village in order to collect mail pay. | 
ord nary week ot Art Johnson. he took reindeer meat 
Island here to Mountain Village here. Mountain Vil- 


if food. Now. the scheduled line would not do that. 


( 


a d got Sone tTrappel on the trap line he had previously 


} 


} 
=“Ked To vet, 


Senator SpaRKMAN. Do the scheduled lines go into the mountains? 


Miss Carricguar. Yes, but not from Stewart Island where the rein- 
herd is, vou see. 

uisly made arrangements to go and pick up an elderly 
matrap tine a l take them into a little town called 

vhere their familv was, for Christmas 
all Ve ry pe rsonal ana po sibly they SeCTHi very small 

the lives of the people un the B. 

feame down with pneumonia when I 
is only because a pilot came ata 


tal and rot there in time. 





ROLE OF IRREGULAR AIRLINES 


Now. Art Johnson went out of business. Ile is a very likal le ; 
of fellow who kind of cooperates and so he went out of business 
Wis otfered a iob with one of the SC heduled lines and took it. 

Up here in Kotzebue there is a fighting pilot who will not go out of 
business. He will not even apply for a CAB license because he has 
such contempt for their methods. His name is Eugene Joiner, and 
this is just a little bit about his background. He is a rather famous 
case up there and the CAB is squirming somewhat over things that 
have happened concerning Mr. Joiner. He is from Alabama. fe 
is 2 graduate of the Alabama Technological Institute, I think it is 
called, at Auburn. 

Senator Sparkman. Polytechnic, better known as Auburn. 

Miss Carrignar. Thet is re@ht. He has been head of the engineer 
ing department of a college in Montana. His specialty was aeronau 
tical engineering. He has a commercial license, of course. He has 
two identical planes. While he IS flying one, he keeps the engimmbes of 
his other in the middle of his cabin floor and works On If ll the t mie, 
so his qualifications are top notch and his planes are top notch. 

| asked him why he did not apply for a pilot owner's license, lle 
said because on the application he would have to state where he \ 
go, and he intended to go every place 
rieht {oO go every place, and if he put ft 
the license, of course, they would not grant him the license, so he Just 
did not bother to fill out the license. 

Senator SPARKMAN. Do you mean he operates without a license ? 

Miss Carricguar. Oh, yes, and he is not the only one. We have 
several illegal pilots. 

Senator SPARKMAN. The planes are not licensed ¢ 

Miss Carrianar. The planes are licensed, and the pilots 2 
and they conform to all the safety regulations : the Vii 
eal examinations regularly: they overhaul the planes 
the CAB has not ornanted them a certificate ¢ 
SITY, and as one of the local people said, *° 
of the pe ople or of the scheduled airlines.” 

\s IT say, we have several outlaw pilots because the: 
to vo out of business until they are put behind bars, ‘ 
only With they can operate ip there, 

Senator SPARKMAN. Let me see if I get th 
Alabamiuan 

Miss Carrianar. He is a very tine fellow. You should ha 
here. 

Senator SparKMAN. He is licensed, 1 presume, as a private ¢: 
or a private flier? 

Miss Carrignar. A commercial flier. I checked that since I 
to Washington. He has a commercial license in eood standing. 

Senator SPaRKMAN. He is a commercial pilot ? 

Miss Carriguar. He is; yes. 

Senator SPARKMAN. But he has no authorization t 

Miss Carnignar. To make commercial fliohts: that is 


1 


ecause he thought he had ul 


| 
I 
} 
| 


i names of all the towns on 


Now, one of the places he woes 1s Little Diomede out 


Line, 3 miles from Big Diomede, which 


1 ) } ] 
the scheduled lines were 
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they should have gone to Little Diomede Island, because there are a 
good many people out there, and they have no plane service. 

Senator SparKMAN. How many people ¢ 

Miss Carricguar. Well, over 100. 1 mean that is a big town for 
Alaska. They have no plane service; they have no mail service; they 
have no revular way to get to the mainland for 2 months in the year. 
But nobody wants to go to Little Diomede Island. It is a terribly 
hazardous flieht 

Senator SparKMAN. You say 9 months im the vear. What happens 
the other 5 months ? 

Miss Carnignar. Itisall frozen up. No boats can go back and forth. 

Senator SPARKMAN. Do you mean it is frozen 9 months of the year! 

Miss Carricguar. Yes: all this sea is frozen 9 months of the year. 
We cannot eet boats in there at all. 

But in the Straits there the winds are so strong and the currents 
ie so strong that the ice is In motion most of the time. When a 
pilot flies from the mainland over to the island in his single-engine 
plane. quite a lot of the time he is over water. 

One time when Joiner was flying over in a very stiff wind, in very 


cold weather—probably 40 or 50 below zero—his engine conked out 
over the Straits, and it was out until he had elided within 30 feet of 
the water wi it dideatch. That is the sort of thing he is up against. 

The tv ‘ands are really mountain peaks sticking up out of the 
Strait } can only land on the ice between the two islands on the 
little strip. the rise is quite rough, of course, but the natives clear off 
i short s pana the pilot « in land there. 

I Ore to take off avai, he has to fly is oht at the mountain, 
depend the updraft along thi mount: ito i ft hi m over the top. 

Senator SPARKMAN. How Seeunatt are the talande! 

Miss Carriguar. Three miles. 

= tor SPARKMAN. Do you mean Little Diomede is 3 miles east 


Miss Carricguar. That is right. 
Senator SPARKMAN. And how fn off the coast of Alaska is Little 


Miss Carnignar. Well, it is 35 minutes’ flying time ina small plane. 


The whole Strait is 55 miles across. 
As I say, they should have service, but the scheduled line which 
rieht along the coast here dloes hot make any ap yphie ation, of 
ourse, to go to Little Diomede Islana. But Joiner flies over there 
reg arly ar d takes carved Wwory from the people in payment for 


the tra Sportatiol back to the mainland. 

IT should have explained that in northwest Alaska there is very 
little money. In Unalakleet sometimes there would not be $100 in 
the village. You had to buy stamps on credit even, because the barter 
system is still in effect up there. The people on Little Diomede carve 
ivory. Jo ner takes it in payment for bringing them to the mainland 
and then he sells the ivory over in Fairbanks. 

Well, the scheduled lines say that they cannot operate that way. 
- he \ have to hi ive money. We ll. the \ ill: agers the re do not he ive any 
money, ae goes to L ittle Diomede Is}: und. 

When the CAB came up to Alaska. they sent Mr. R: alph 7 . Wiser, 
who is their examiner stationed here in Washington, D. C., up to 


Col duet il hearing on Gene Jomer S Case beeause he 1 Sa uaa aa 
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character and they knew he was functioning without a license. They 
made quite a bit of this Little Diomede travel. They had the sehed- 
uled airlines traffic manager on the stand, who complained bitterly 
because they were not able to collect any revenue from the Little 
Diomede islanders because Joiner takes ivory. I happen to know that 
their pilots very seldom went because there is so little money there 
there would be no reason for them to go. 

However, in that hearing the examiner made it sound—in that 
ease and in all the eases in which Joiner’s activities were described 
as if it were absolutely an evil thing for him to defy the law and go 
over here to this island. 

One time he brought back on one load a boy with a broken leg and 
two appendicitis victims, That did not come out in the hearing, but 
that is the kind of travel that goes back and forth. 

That trial was an incredible thing. Here is the transcript. I read 
it all. It sounds like Russia, really. It started in Fairbanks. He 
asked to have it transferred to Kotzebue where he lives. It was trans- 
ferred to Kotzebue. A week later he was weathered in on route. When 
he got to Kotzebue, his attorney wired that due to illness, he could 
not come and attend the hearing in Kotzebue. Joiner asked for post 
ponement to get another attorney and pa was denied that. 

You will understand he got there late because he was late although 
the examiner came in ona big plane. He asked for a postponment to 
subpena witnesses. He was denied that. 

At one part of the hearing, there were some personal insults ex 
changed and the endorsement attorney, the CAB attorney, a man 
named H. George Kurtz, struck Joiner. 

At the end of the hearing when he was stating his defense, Joiner 
said, “To begin with, I want to register some complaints about the 
way this hearing has been conducted.” He said, “I was not allowed 
an attorney, I was not allowed witnesses, I was assaulted,” and the 
ext uniner stop yped him there and said, “We will 20 otf the record how 
for a moment.” While they were off the record he said, “Joiner, if 
you don’t refer to that assault or the blow I will give vou the breaks. 
If you do refer to it, | will give you the works.” 

so Joiner said, ° ‘All right, how we are on the record again.” and he 
said, “Start the machine.” Joiner said, “I repeat. LT have been intimi 
dated and IT have been assaulted.” And he went on. IT have the type 
written transcript of the hearing and those remarks of his have been 
cut out. 

There are three dots which technically cover them because the three 
dots mean that something has been omitted, but what has been omitted 
was his « ‘compl: unt about the way the trial was conducted. 

Senator Sparkman. Miss Carrighar, vou have given us a most in- 
terest ing story. 

Let me see if I can sum it up in this: Your argument is that many 
of the people of Alaska, particularly in the scattered villages, must 
depend on their services for supplies and medical attention and almost 
existence. 

Miss Carricguar. Actually for existence. 

Senator SpARKMAN. And that the service being rendered by the 
scheduled carriers is not sufficient: that therefore your argument is 
that we need irregular or nonscheduled earriers in order to render this 
very necessary service. Does that summarize it in a few words / 





22 ROLE OF IRREGULAR AIRLINES 


Miss Carricuar. Well, they cannot stay there if the bush pilots all 
have to go out of business. The people will have to leave. 

Senator SparkMan. Thank you very much. We appreciate your 
giving that presentation. 


STATEMENT OF CLIFFORD GOODMAN, CONTINENTAL CONSUMERS 
CO-OP, SEATTLE, WASH. 


Identify yourself for the record, Mr. Goodman. 

Mr. GoopMan. Senator Sparkman, my name is Clifford Goodman. 
Iam from Seattle, Wash. I am in the business of transporting: over- 
scheduled and nonscheduled carriers, 90 percent of the needs in fresh 
produce, milk, and eggs to Fairbanks; a good portion of it to Anchor- 
age, by strictly nonscheduled carriers; supporting areas such as Keteh- 
ikan, Wrangell, Petersburg, Juneau, Cordova, Valdez, with fruits and 
produce, milk, eggs, and other commodities, and I am sup ported LOO 
percent by the merchants of Fairbanks and the merchants in Anchor- 
age in the statements which I would like to bring out. 

Senator SPARKMAN. You are not in the flying business yourself. 

Mr. GoopMan. That is true. 

Senator SpaRKMAN. You fly? 

Mr. Goopman. IT am a wholesaler. IT am a distributor. 

Senator SparkMAN. But you make your shipments principally by 
air! 

Mr. Goopman. We have about a 60-40 ratio into Anchorage and 
Fairbanks—60 percent by air and 40 percent by boat. 

Senator Sparkman. And you use both se ‘heduled and nonscheduled 
carriers / 

Mr. Goopman. That is true. 

Senator SPARKMAN. Go ahead. 

Mr. GoopmMan. I would first like to go back into the background of 
alr carriage of fresh produce, milk, and eggs into the Territory. It 
did not start on a seale large enough todoa nyone any good until after 
the war and until after such time that planes of a cargo-carrying 
nature were maae available to the veters ans of that war gs who had the 
guts and the initiative to take the brunt of a business venture that 
seemed almost foolhardy, in direct competition to the existing sched- 
uled competition into the Territory. 

The merchants in Fairbanks saw the merit in such a plan and, though 
[ cannot name them individually, they did support some of the earlier 
carriers who were later put out of business by their acts and possibly 
by the acts of the CAB, as the story is told, but they broke the rate 
structure from, I think, around 90 cents a pound into Fairbanks, to 
Is cents a pound, which of course meant a great deal to the people in 
Fairbanks and Anchorage because now and then they could have the 
fresh fruits and produce, the fresh airborne meats, the fresh milk— 
something that they had never to that point enjoyed before. 

We had lots of nonscheduled service competing with the scheduled 
carriers and consequently the competition arising between the two 
brought down rates to the peint where now we have -a thriving industry 
running between Seattle, Anchorage, and Fairbanks: mainly inter- 
ested in the carriage basically of these specific commodities which I 
have named. 
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Also they haul passengers. ‘They haul passengers who had normally 
traveled by boat, passengers of a lower class than the scheduled air- 
lines would normally carry, due to the fact that their rates are more 
competitive and of course since it is cheaper they will go to the cheaper 
way. 

But we have had, as the Governor pointed out and as Miss Carrighar 
pointed out, a great many airlines start in business only to be put out 
of business by “frequenc v of flights into the Territory, which is con- 
stituted to be'a crime. It is constituted to be a crime because they are 
competing directly with the scheduled air carriers. It is constituted 
to be a crime evidently because they are entering into free enterprise 
which I understand this country was built upon. 

We have merchants in Fairbanks to this day who are still very bitter 
over the issue, who lost, in one case, $100,000 trying to fight this thing, 
but finally had to give up and pull his planes off their runs and sell 
them at a terrific loss. 

We also have a very difficult position up there in that the spring and 
the fall represent a peak period in the transportation of supplies, 
foodstuffs, men, and material to the Territory while they are able to 
work during that season. 

The scheduled carriers have not been able to provide service suf- 
ficiently adequate to take care of these peak periods during the spring 
and fall, as evidenced by the fact that these great numbers of non 
scheduled air lines were able to go into business and do well—so well 
that they overflew their frequency of flights and consequently were 
put out of business for that reason. 

We have in Anchorage a very serious case. At one time, I believe, 
there were in the neighborhood of one dozen nonse heduled carriers 
operating into Anchorage. There was one scheduled carrier, North- 
west Airlines, operating from Seattle to Anchorage. However, the 
business there was great enough to support all of these carriers, and, 
of course, too great, as I will repeat again, to the point where they 
were forced, because of their frequency, to go out of business. 

At this point we have one nonscheduled air carrier, Air Transport 
Associates, handling our freight completely, almost, in etfect, to 
Anchorage from Seattle. It is the last one. 

L transport in the neighborhood or cause to be transported in the 
neighborhood of around 100,000 pounds of air freight alone on fresh 
produce, milk, eggs, and so forth. 

Senator SparKMAN. A hundred thousand pounds over what period 
of time? 

Mr. Goopman. A month. 

[f we lose this carrier we do not know what we are going to do. 
For a country that is so far removed from a source of supply as Alaska 
and the northern points of Anchorage and Fairbanks, it would be 
catastrophic to believe that any organization, any Government agency 
would allow such a thing to take place. 

The people in Alaska, in our larger cities, in Anchorage and Fait 
banks, are very much against the past activities of the CAB regarding 
their business—well, putting the nonscheds out of business—who were 
serving them so well through the past. 

Northwest Airlines is not providing adequate service in the freight 
line for the people of Anchorage, as evidenced by the fact that they 
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declared a complete embargo on all freight carriage for the last period, 
I would say of a month. They refused to haul a pound of it. 

That left the burden on ATA, the last nonscheduled carrier. 

The merchants up there whom I know almost to the man by his first 
name, as I do every merchant in the Territory, have e xpressed deep 
concern over this fact and are at a complete loss as to what they should 
do, other than wiring the CAB with thousands of words, as they have 

1@ past, lest this last carrier should be put out of business, especially 
nm oul peak seasons. 

We do hot kk now Ww vhi ul we are foin iw to do it we los se this last carrie eT’. 

We do not think it is fs ur to the people of this Nation to put this last 
carrier out of business when it is providing services which are invalu- 
able to the Territory, without subsidy, and then turn around and put 
a carrier in there who will cost the people money in the form of high 
subsidies. to serve them. 

Wi feel that the service to Anchorage and to Fairbanks by the 
nonscheds has been e2ood. It has been a safe operation, It has heen 
one where you could pick up the phone and say, “I have to have this 
na certain length of time.” and get it. It has been one almost of a 
sgheduled nature into Anchorage and one that we could depend 
upon. Where the scheduled carriers operating into Anchorage and 
supposed|y providing the tvpe ot service that the Territory needs 
too bady have failed going into Anchorage in giving us the type of 
service we need, 

I will not go into this thing,too much further because I know you 
have another witness to call. However, eight flights a month for 
any carrier into the Territory is not adequate. That would be the 
same as asking the average business to close his doors except for 
2 days a week. He could not maintain a staff of personnel of clerks, 
or in the case of airlines they could not keep up their maintenance, 
their pilot structure, their traffic structure, or anything. They would 
be forced to close. To force any airline oper iting into the Territory 
to eight trips a month, to place this restriction upon them is in effect 


the sume as closing thei ir doors for the TN). 
I have always been a firm believer in good government. I don’t 
think this is good government. 


Senator SparKMAN. How many flights a month do they average 
how ¢ 

Mr. Goopman. T would say they are averaging a flight a day, taking 
in all the carriers. I would say ATA is running at least 20 to 25 
a month. We have three carriers left up there. We have Arctic 
Pacific, ATA, Trans-Ocean, but those people are primarily engaged 
now in contract work which does not affect or will not help our posi 
tion regarding the transportation of food supplies. 

One thing about ATA that I would like to commend them on 
for the record is that when the passenger zone was heavy they con 
tinued to serve us with our freight as they had during the times of 
the vear when the paneer rer traflic was low. They have not dis- 
criminated against shippers. They have treated us all fairly. I 


speak now for most of the Se: attle wholesale merchants who serve 


Alaska. They have a good organization, as far as the nonscheduled 
organization goes, Their ships are clean, their procedures are eood. 
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I have 5,000 hours of air time in the Territory of Alaska. I have 
been to Ketchikan, to Barrow, and from Kodiak to Akiak. 1 guess 
I have been on every landing strip in the Territory and I know the 
country. I know the needs. We have to have scheduled service 
and we have to have nonscheduled service. We have to have our 
bush pilots, 

The pressing need at the present time is our nonscheds and the bush 
pilots. The nonscheds provide the type of service that the scheduled 
airlines cannot provide. They are there ready and able and willing 
to provide services that the scheduled carriers cannot provide. Ithink 
we should have them. I think it is the wish of every merchant in 
the Territory who is directly concerned with the carriage of their 
foodstuffs and produce. It is their wish that we have them as indi- 
cated by the many wires they have sent in and seemingly got no 
response to. 

I do not know what we can do to solve this, Mr. Chairman, but I 
do think that we should make some attempt to have the Board certifi- 
cate these carriers on a free and competitive basis, without subsidy, to 
operate a low-class, low-cost transportation of freight and passengers 
into the Territory. 

Those are my thoughts on this. 

Senator SparkMANn. In other words, you feel that the presently 
certificated scheduled carriers are not able to move the supplies needed 
in Alaska. 

Mr. GoopMan. That is true during our passenger months of trans- 
portation. During the wintertime in Alaska, things become slow. 

From March to September, it isa dynamo. The ice breaks out and 
evervbody goes to work. The gold mines work, the fish canneries 
work, the construction companies work, and everybody is bu sy. 

Senator SPARKMAN. Do the nonscheduled carriers reduce the num- 
ber of their flights during the off peak periods / 

Mr. GoopMman. Well, ves, because the demand is not there for them. 
But they also increase them when the demand is there in the summer 
months. 

Senator SparkKMAN. What happens in the field of competition dur- 
ing the off -peak months ? 

Mr. Goopman. It becomes competitive, I would say, which I think 
is good, and I think everyone agrees that it is good. 

Senator SPARKMAN. However, it is detrimental to the certificated 
carriers and may result in increased subsidy from the Government. 

Mr. GoopMan. I do not believe so. 

Senator SPARKMAN. In other words, you think there is enough busi- 
ness for the certificated carriers to continue even during off-peak period 
and for some demand on the irregular carriers. , 

Mr. GoopMan. That is correct. [would say that is right. 

Senator SparkmMan. Thank you very much. We appreciate your 
coming and giving us this version of it. ; 

Mr. Burwell, come around, please. 

Will you identify yourself for the record and give your statement 

your own way? ; 
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STATEMENT OF LEWIS BURWELL, JR., PRESIDENT, 
RESORT AIRLINES 


Mr. Burwetu. My name is Lewis Burwell, Jr. I am president of 
Resort Airlines. 

I have a prepared statement, Senator. Is it all right if I read it? 

Senator SPARKMAN. Surely. 

Mr. Burwetxi. As an Air Force officer, I commanded a tactical troop 
carrier group in Burma and China during the war. 

In 1945 I organized Resort Airlines. Until August 1949, when 
Resort received a certificate of public convenience and necessity from 
the CAB and signed by the President, authorizing certain interna- 
tional routes, it operated as a nonscheduled or irregular carrier. 

The President, in his directive to the CAB ordering the issuance of 
Resort’s specialized vacation traffic certificate, stated that the company 
was prospectively important to national defense and foreign relations. 
This conclusion was based upon the obvious fact that in time of emer- 
gency vacation travel was nonessential; that Resort, having no pri- 
mary mandate to move essential people, mail, or cargo, would be 
totally available to the defense effort without weakening any of the 
communication links of our industrial economy: and that it would 
constitute an expandable nucleus of equipment, facility, and know- 
how. 

In concept, Resort would become the rallying point for nonairline 
transport aircraft not dedicated to essenti: al route-type service, and 
this entire airlift facility would serve as a sort of strategic “mhss 
maneuver.” 

As a semimobile lift its mission would be to break transportation 
bottlenecks and to meet lift deficits caused by large group movements. 

Much of this prophecy has come to pass. Resort now operates a 
very minimum of se heduled tourist service and is devoting an average 
of 13 ange aircraft daily to the carriage of military personnel. It 
probably handles mor group military movements than any other air- 
lia ©-——SC +h edule dl or nonse! heduled. 

I have recited this brief background to establish my qualifications 
to testify on this subject and to borrow for my remarks a sense of 
urgency. : 

Since I will unquestionably be accused of carrying water on both 
shoulders, I wish to make quite clear that: 

1. I do not favor elimination of the nonscheduled industry. 

2. I do favor prohibition of route-type common carriage activ- 
ties—principally because their services are needed elsewhere. 

3. I do not favor some permissible number of flights each month, 
which is an invitation to dishonesty. 

t. I do suggest a course of treatment which will give them a special 
mission, respectable status, and will give the Government control of 
an otherwise uncontrollable situation. 

In order to get this problem in its proper setting, let us quickly 
examine the nonscheds from legal, functional, and physic al points of 
view. 

In Greek mythology a fellow named Procrustes had two beds. If 
you were too long for the beds, he cut off vour feet—if you were too 
short, he put you on a rack and stretched you. Prewar aviation had 
two beds—airline operators and airport operators, The nonsched is 
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a postwar phenomenon. We have tried cutting and stretching, but 
he never quite fit either bed. His statutory status has been obscure. 

Functionally, he has been both virtuous and vicious. He has been 
an economic explorer in the American tradition. This fringe explora- 
tion to either side of and bevond the charted course has presaged the 
vreatness of — growing industry. He has made business grow 
where hone grew be fore. He has kept obsolescent tre ansports al nd 
skilled personnel in a state of readiness of defense. This is a national 
asset of considerable value. These have been his virtues. 

His collective vices have been a somewhat contemptuous disregard 
for CAB economic regulations, an inherent inability to maintain high 
safety standards, and an overstatement of his product to the public 
and his ease to the Government. 

This overstatement of his case to the Government requires the 
physical examination to support the accuracy of the comment—the Air 
Force today leases some 44 four-engine DC-4 aircraft and 104 two- 
engine Curtiss C—46 aircraft to both scheduled and nonscheduled air- 
lines. Resort, leases nine of the latter ships. The nonsched owns 
very little, if any, of his equipment. His capital assets have been 
made available to him by the Government at a very nominal rental. 
He has made little, if any, investment in homesteading new markets, 
preparing his studies, and proving to the CAB that he should be given 
a certificate. To do this job properly requires a laboratory approach, 
several years’ time, and upward of a quarter of a million dollars. 
With few exceptions, he has not pressed his case for a license to the 
CAB. Private enterprise usually presupposes private investment of 
capital as well as effort. 

I see no normal peacetime place on the air map for the nonsched. 
Nor do I see him as a prol blem because without a license I do not 

ho he can raise the funds LO replace his worn-out equipment. 

Today *s conditions, however, are not normal. If we c nsider peace 
time as phase l and - out war as phase 3, we are now in phase >. 
During phases 2 and 3, airlift is a vital national asset. For 314 years 
I ou urs ved the milit: uy to ta ke the measure of the Nation’s unorean 
ized air-transport potential, which I eall airlift No. 3. the milit ry 
lift being No. 1 and the point-t O point airline system being No. 2. 
and to mobilize it - paper for stand-by use. On two occasions, in 
February 1949 and November 1950, I have addressed the CAB on the 
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role of the nonscheds in this plan. I will refocus the plan to the 


See 


visibility of a rapidly darkening scene. 

The plan: 

1. Trade associations give collective political strength to small 
operators. Small-airline operators cannot operate big airp lane s de 


pendably and safely. | know. I have bee hn one, ao se assoc lat ions 
should be discouraged. A marginal power company giving poor ser 

ice is a public nuisance. A marginal airline operator is a public 
menace. Ifa nonsched wishes to be a lone wolf and ati up operator, 


restrict him to cargo only. If he wishes to carry passengers, require 
that he come under operational control of a scheduled air carrier or 
duplicate the maintenance installations and operating requirements 
of the scheduled carrier. These are safety matters and have nothing 
to do with the proper care and utilization of this national asset, o1 
profit opportunity to the nonscheds. 


or 
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2. You should clearly state that there is no visible place for him 
in the airline family when we return to phase 1 conditions; that the 
burden of proof is on him to find a new market and demonstrate his 
capacity to serve it and earn his place in the sun as all certificated 
airlines have done; that he cannot be a scavenger nor a hijacker nor 
a bootlegger. In other words, do not try yay build a third bed now 
to unknown spec ae and do not try some uneasy arrangement 
whereby he may be allowed to occ asionally lie in the other beds—by 
allowing some limited number of trips. I object to this latter treat- 
ment for two reasons: 

First, it isa further manifestation of a CAB policy that has never 
squarely faced the issue—is very much like a minister approving im- 
morality in small amounts and provides no clear-cut long-term answer. 

Secondly, it fosters the proposition of “divide and conquer.” In- 
stead of the dependability, safety, and defense utilization that will 
accrue from a substantial operation, the nonscheds will subdivide 
themselves into smaller operating units in order to increase their col- 
lective allotment and then tie themselves together trafliewise with 
ticket selling agencies iS they have done in the past this is ineflicient, 
unsafe, and unlawful. 

3. Lhave covered three ¢ 

(1 ) Preserve the nonse the ds: 

(2) Prohibit a continuation of past and present activities; and 
(3) Do not adopt a limited trip formula. 
Before assigning his mission—my point 4—I advocate an economic 
purge in addition to the legal purge now being undertaken by the 
Enforcement Division of the CAB. The typical nonsched is a some- 
time thing. His vaiue to the Nation depends upon his readiness. He 
should be offered t] cC chance to buy his C—46 aircraft from the Gove . 
ment, for which he now pays $300 per month rental, at a reasonable 
price. If he cannot raise the mone V; he is too financially Insecure to 
be of service and should not be retained. Resort has tendered a cer- 
tified check to the Aur Force with an offer to purchase the nine air- 
craft it leases with an immediate recapture provision should remili- 
tarization be necessary. It is understood, DOME, that this equip- 
ment has been phased out by the Air Force with no provision for parts 
or maintenance, which probably means that any future use by the Air 
Force would be under contract with the civil operators. 

This policy of selling the aircraft would quickly identify the respon- 


rf ny original four points : 


sible operators. 

Under present phase 2 conditions, conventional airline schedules are 
becoming more and more crowded. Idle equipment does not exist. 
Three substantial and noncompetitive markets now require service. 
It isin the national interest that they be served. The nonscheds should 
serve them. 

First is the group charter market typified | ry athletic teams, con 
vention delegates, and so forth, which the scheduled airlines have had 
to necessarily abandon. 

Second is the migratory labor movement—a mobilization phenom- 
enon. Unskilled labor moves up the ladder a rung, goes to work in a 
defense plant, and the farmer cannot get his crops in. The Farm 
Placement Bureau, Department of Labor, estimates that 340,000 
foreign workers must be imported this year. Resort is currently em 
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ploying several non-scheds to meet commitments of this type previ- 
ously made, but which military requirements prevent it from handling. 

Third, there are some 3 million men in uniform, most of them sta- 
tioned in United States training camps. They move in groups to com- 
mon destinations on rotational furloughs. The airline system with its 
present traffic demands cannot digest these groups. The nonscheds 
by whole plane charters can earn a profit and bring the per head cost 
to the soldier to a very low figure. Resort has been unable, since last 
December, to entertain any business of this sort. 

The nonsched role in phase three, all-out war, should not be one of 
choice—nor should it be a military afterthought. It should be an in- 
tegral part of a mobilization plan for all so-called nonairline trans- 
ports. This plan begins where the Douglas report stops. I will give 
you a thumbnail sketch of the plan first submitted to the military 40 
months ago and last updated February 22, 1951. 

1. As of February 1, 1951, there were 311 transports, 66 four-engine, 
245 two-engine, amounting to 184 DC-4 equivalents, operated by cor- 
porations and/or non-sched or irregular air carriers, 

2. More than 100 of this total are Air Force owned and leased to 
operators. 

3. This nonairline reserve is essential under emergency conditions 
to: 

a. Temporarily replace four-engine airline equipment preempted by 
the’ Douglas plan. No one questions the need to keep the civil air 
transport system strong, 

b, Supply lift, particularly in the zone of the interior, where less 
than four-engine loads, short hauls, or restricted landing areas make 
two-engine operation more feasible. 

t. A paper mobilization of this nonairline transport lift can be 
accomplished by- . 

(a2) Stand-by lease contracts with owners. 

(6) A reversion plan for the Air Force owned or condit ionally sold 
transports, determining which lessees, or conditional owners, should 
be prime contractors or subcontractors, or should have their planes 
recalled, with formula allowance for capital improvements made on 
the equipment. 

(c) Stand-by flight crew mobilization must be accomplished con- 
currently with the aircraft mobilization to make the lift quickly 
usable. 

5. The Air Force, rather than NSRB, NPA, CAB, and so forth, 
should be the jurisdictional agency, because it owns many of the trans- 
ports involved, and will be in the best position to judge the need for 
partial, gradual, or complete call-up. The Air Force, from this pool, 
could furnish lift for civil airlines or others as needed. 

6. Resort has volunteered to act as the mobilizing agency to put 
this nonairline reserve on a stand-by basis without fee, and deliver 
the completed project to the Air Force for call-up at the proper time. 
sy undertaking the assignment, the company believes it can further 
demonstrate its capacity and qualification to play a major role in group 
passenger lift for defense purposes. 

In summary, my recommendations for a nonsched policy are: 

1. Sereen out the weak by forcing them to buy the Government 
leased aircraft. 3 
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Discourage the one-plane airline; encourage strong operating 
entities. 

. Do not promise them postwar status—make them earn it. 

t. Require them to do the things now that need doing and stop 
flitting around all over the air map. Even subsidize them, if neces- 
sary, on the grounds that their stand-by war value is a bargain com- 
pared to wholly maintained Government stand-by airlift. 

Require them to submerge their operating identities under a 
hee ise three mobilization plan for all-out wartime effort to be direc hoe 
by competent authority. 

Remember, they exist by legal sufferance and by Government bounty 
in renting them their capits al assets. It seems no undue burden upon 
them that you should require these things. 

And finally, by your own action, or by reference to the proper com- 
mittee, I urge the immediate consideration of the larger problem, 
the mobilization of this entire nonairline transport fleet. Its theoreti- 
cal capacity properly utilized would lift 200,000 soldiers an average 
distance of 4,000 miles the first month. Without preorganization and 
plan it will be valueless. In action in world war III, it might well 
prove to be as valuable as the taxicabs that saved Paris at the first bat- 
tle of the Marne or as the fishing fleet at Dunkirk that saved the free 
world in World War II. 

Senator Sparkman. Thank you, Mr. Burwell, for giving us a very 
thoughtful 7 ussion about a rather perplexing problem. 

Mr. Burwewu. You are very welcome, sir. 

Senator Spi ARKMAN. I thought, as I went along, of some questions 
to ask you but in each instance you seem to have anticipated it and 
answered it in a subsequent part of your paper. 

Mr. Burwei. I would only like to say this, that I tried to look at 
the thing from an over-all point of view. There are exceptions to all 
rules and there are some in the unscheduled operators. Some are awful 
good and some are not so good. 

I want no one to have their feelings hurt by any of the things I said. 

Mr. Henperson. You do have a certificate ‘of convenience and neces- 
sity now, do you not? 

Mr. Burwetu. Yes. 

Mr. Henprerson. Have your operations under that certificate been 
profitable ? 

Mr. Burwett. ite Well, isolated, no. Our operations are cur- 
re ntly profit: able, but not under the certificate as a whole. The cer- 
tificated operations have been profitable this vear. However, they 
are so small in proportion in seat-miles or ton-miles to the entire 
operation “aba 

Mr. Henperson. You say that the No. 1 phase, the phase of peace- 
time operation you have, could be profitable ¢ 

Mr. Burweti. Oh, yes. We have a strange situation now because 
of the fact that we are readily a seller’s market in air transportation. 

If we abandoned the entire military operation and stuck to our other 
completely, we would find it extremely profitable because we have 
more people trving to get on than we have seats. 

Mr. Henprerson. Due to the specialized nature of your operation, 
do you think there would be room to bring in other operators similar 
to yours ¢ 
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Mr. Burweww. It isa little ahead of the time. It isa packaged con- 
cept of travel. We are in an era of packaging; we have begun to 
package industry and dentistry and everything else, and I think in 
the future there will be a great deal of room in there. 

Senator Sparkman. Where are your operations? Are you cen- 
tered at Pinehurst, N. C.? 

Mr. Burwett. That is just the corporate address. 

Senator SparKMAN. Where is your center of oper: ations? 

Mr. Burweui. Right now we have an operation in Germany and 
one across the North Atlantic, and we have a number out of the San 
Antonio military area to all points of the United States. Then we 
have a certificated operation out of New York and Miami. We are 
like the circus; we move overnight. 

Senator SpaRKMAN. Are all of your operations on a contract basis 

r charter basis ¢ 

e. BurweLt, With the Government or otherwise ? 

Senator SparKMAN. Both. 

Mr. Burweti. We are a common carrier on our certificated opera- 
tion. 

Senator SparkMan. Between regular points? 

Mr. Burweixi. We have a number of points, but we sell nothing 
but package vacation cruises. You pay so many dollars and you have 
everything. Your food, your shelter, your ride, your entertainment ; 
you have nothing to pay. 

Senator Sparkman The point is not quite clear in my mind. Under 
your certificate you are not tied to any particular place in which 
to operate ¢ 

Mr. Burweti, We are tied to a part icular place, 

Senator SparkKMAN. What is that place? 

Mr. Burweii. We have eight generating areas known as terminals 
or co-terminals, New York, Phil: adelphia, Pittsburgh, Cleveland, 
Detroit, Chicago, and Miami. 

Senator SparRKMAN. Now, you can pick up a load, we will say, at 
any one of these places, and take it anywhere you want to? 

Mr. Burwetn. No, we have 36 intermediate points which are all 
out of the United States, and we must, under the terms of our cer- 
tificate, touch at least three of those on each operation. Therefore, 
the current operation leaves New York via Washington and Miami, 
it goes to Nassau, to Dominican Republic, Puerto Rico, M: artinique, 
Trinidad, Venezuela, Leyte, Jamaica, and back. You buy the whole 
trip. 

We do not carry between New York and Miami, or between 
Nassau—— 

Senator SrarkMAN. It is always a round trip? 

Mr. Burwews. It is always a round trip. 

Senator Sparkman. In other words, you always return to the point 
from which you originate ? 

Mr. Burwew. That is correct. 

Under section 401 (f) of the act, a scheduled carrier is permitted to 
do certain other things, charter and special flights. Further than that, 
there is a special military exemption, but we originally began the mil- 
itary operation under the permisison implicit in 401 (f). 

Senator Sparkman. Is that a contract operation ¢ 
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Mr. Burwewu. It is both. We have contracts and we also operate 
just charters, on what the Government calls the GTR. They give usa 
general transportation request. 

We have 10 planes based in San Antonio, Tex., which we do not even 
offer to anybody else on any basis. 

Senator SparKMAN. Only for military traffic ? 

Mr. Burwe.u. Entirely for the Government. 

Senator SparKMaANn. Your operations under your certificate do not 
have to be on schedules ? 

Mr. Burweitu. Yes, we are. 

Senator SparKMan. Are your flights regular? 

Mr. Burwewtu. Yes. We are not required to maintain minimum 
service. In other words, we are not told whether we should have one 














schedule a day or four or one a week. 
Senator SpaRKMAN. Could you change? 
Mr. Burweiu. Yes, but we have to file with the CAB. 
Senator SparKMAN. You simply file. You do not have to wait and 
you just notify them that you will make such and 
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Mr. Burwexni. That 1s 1 alt. We have no subsidy, of course, and 
earry no mail. Therefore, we are not bound to do what the Post 
Office Department wishes. We can schedule the flights to correspond 
to the tourist demand. 


Senator SparkMan. While they are scheduled flights, they are 











se} duled at vour convenience ¢ 
Mr. Burwewi. That is correct, sir. 






Senator SPARKMAN. Therelfore, you are not required to maintain 
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“ehatol SPARKM AN. It is a commercial type. 
Mr. Burwenti. That is night. We are s ibject to a market need 
rather than a geographical need, 








Senator SPARKMAN. Thank you very much. Mr. Burwell. 

That concludes the hea nes To! this mormimneg, 

rT" ] ] ‘ } ] } : 

ihe committee will stand in rece until Monday morning at 10 
] ' 







Let me say that I hope to conclude the hearings Monday morning, 
so it there are an other withesses to: ppear, | hope they will be ready 
Monday. 


' 1 


bhank you very much. 
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Where pon, il 1:05 a, m.. the subcommittee recessed, to recon- 


vene at 10 a. m., Monday, April 50, 1951.) 
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ROLE OF IRREGULAR AIRLINES IN UNITED STATES 
AIR TRANSPORTATION INDUSTRY 


MONDAY, APRIL 30, 1951 


UNITED STATES SENATE, 
SUBCOMMITTEE ON [IRREGULAR AIRLINES OF THE 
SELECT COMMITTEE ON SMALL BUSINESS, 
Washinaton. TP 

The subcommittee met, pursuant to recess, at 10 a. m., in room 
1571, Senate Oflice Building, the Honorable John Sparkman (ch iir- 
man of the subcommittee) presiding. 

Present: Senators Sparkman (presiding), and Duff. 

Also present: Mr. Henderson. 

Senator SpARKMAN. Let the hearing come to order. 

1 would like to submit a letter from Admiral E. S. Land of the Air 
Transport Association of America, wherein he comments on certain 
aspects of the testimony as it is so far received. 

Let this be printed in the record at this point. 

(Letter referred to is as follows:) 


Atk TRANSPORT ASSOCIATION OF AMERICA, 
Washington 6, D. C., April 28, 1951. 
Hon. JOHN J. SPARKMAN, 
Chairman, Select Committee on Small Business, 
United States Senate, Washington, D. C. 


My Dear SENATOR SPARKMAN: It has been brought to the attention of our 
membership that the testimony presented to your committee in the hearings 
being conducted in connection with the Civil Aeronautics Board's regulation 
concerning irregular air carriers has contained certain statements which con- 
stitute either veiled or direct charges of unfair competitive practices by the cer- 
tificated airlines. It had not been our intention to presume upon the time of 
the committee in this inquiry which concerns the operations of a different and 
distinct group of air carriers. We do not wish to do so now. However, we do 
consider it proper to present certain facts to clarify the record. For this reason 
we shall appreciate it if you will have this communication presented to your com 
mittee and incorporated in the official record. 

Military travel 

Attention has been directed to the allocation of military traffic among car- 
riers by the Department of Defense. A brief résumé of the facts would seem 
to be in order. 

Three years ago the scheduled airlines, their postwar reequipment program 
being well advanced, approached the military agencies with the offer and ability 
to provide a substantial air lift for official military passenger traffic and were 
subsequently asked to submit a tender of fares and allowances for such traffic 
for the fiscal year 1950. This they did and, with the approval of the Civil Aero- 
nautiecs Board, entered into an agreement with the military agencies covering 
the transportation of this traffic. In doing so, they objected to the continuance 
of the preferential railroad agreement which gave that form of transportation 
a virtual monopoly of the business. In spite of that objection, the preferential 
agreement between the rail carriers and the military has heen maintained 
through fiseal years 1950 and 1951. However, it has been possible for the air- 


133 








134 ROLE OF IRREGULAR AIRLINES 


lines to secure a reasonable portion of the traffic by demonstrating positive 
economies, and today scheduled air transport is being employed to a considerable 
extent. 

In addition, present emergency conditions have created the need for scheduled 
airline charter services to a substantial degree. At the request of the military 
agencies, the airlines’ trade association formed the Air Traffic Conference Mili- 
tary Bureau for the sole purpose of servicing requests for military movements 
and routing such traffic, it being specified by the military that such traffic be 
apportioned among the several carriers on as equitable a basis as possible. For 
the benefit of the military agencies, the Conference Military Bureau maintains a 
small routing office in the Pentagon. The railroads have maintained offices of 
this type in the headquarters of the Transportation Corps and others for many 
years. Such industry service groups are only established at the request of, and 
for the benefit of, the military agencies, for purposes of prompt and efficient 
handling and routing of official military traffic. 

Under its current agreement with the military agencies, the scheduled air- 
lines allow a 10-percent discount from regular fares for all passenger traffic 
moving in scheduled service. As a consideration for such allowance, the mili- 
tary agencies are under an obligation to tender traffic which is suited to accom- 
modation by airline charter services at published tariff rates. If such traffic 
exceeds the ability of the scheduled airlines to handle, the military agencies are 
then free to secure such other carriage as they desire. The wide extent to which 
such charter services have been employed has amply demonstrated the economy 
and efficiency of those services. 

Contrary to any impression that may have been previously left with you, the 
operation of charter services for the military does not involve unpaid empty 
back hauls. All charter prices are based on mileage rates for a full plane and 
an empty one, so that empty or ferry mileage is not a loss to the carrier but 
is compensated for in the total price for the charter. In addition, the Con- 
ference Military Bureau, by careful routing of equipment and matching military 
movements going in both directions, has been able to reduce empty back-haul 
mileage to an absolute minimum, thus producing substantial savings to the 
military agencies. There appears to be no reason why the irregular carriers 
cannot conduct their services in the same way. 

We should point out that the smaller of the scheduled airlines do the bulk 
of the military charter business, more than 60 percent of the passenger traffic 
revenue secured by the Conference Military Bureau having accrued to them, 

The nonscheduled air carriers have been given authority by the Civil Aero- 
nautics Board to bid for official military travel on a contract or charter basis. 
In the instance referred to before your committee by Mr. Amos Heacock, the 
Conference Military Bureau was requested to bid for the haul as usual. It 
submitted a bid which was accepted. It can be expected that the competition 
between the certificated airlines and the nonscheduled airlines for military 
business will be keen as has been the competition between airlines and railroads. 
There are established procedures for bidding for this business, bids being based 
on published tariffs, and these procedures will be followed. We would be very 
happy to have any of the members of the committee or staff visit our Pentagon 
office at any time to review our methods of operation. 

Safetu regulations 

It would appear from the record that the impression has been left with the 
committee that the same safety regulations apply to both scheduled and non- 
scheduled operations. This is not true. Attached is a memorandum pointing 
out the major differences between certificated airline regulations and the regu- 
lations applicable to the interstate irregular operations. From this it is clear 
that the safety regulations applicable to the scheduled airlines are more severe 
and restrictive, and involve greater expenditures, than those imposed on non- 
scheduled or contract operations. 

Traffic control 

It has been stated that the scheduled airlines in 1947 maintained a flight 
captain in the LaGuardia tower to supervise landing instructions and that the 
control tower there refused to acknowledge calls from nonscheduled carriers for 
landing instructions. This is entirely incorrect. At no time were there any 
airline personne! stationed in the control tower to supervise landings or the order 
of landing. Furthermore, there is no instance on record or to our knowledge 
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which could be used to substantinte a charge against the LaGuardia tower 
of discrimination between users or of preferential treatment of one user to the 
detriment of the other. The only exception to this is in the case of an emergency 
or nonroutine situation requiring immediate action, in which case the aircraft 
in difficulty is landed within the shortest possible time. 

It is possible that reference was being made to the full-time assignment of 
Mr. S. P. Saint, director of air-navigation-traffic control for the Air Transport 
Association, to the New York area in the latter part of 1947 and until April 1, 
1948, to work with the CAA in developing certain modifications of the control 
system at LaGuardia with the objective of increasing the instrument capacity 
of the New York area. Mr. Saint’s assignment was technical; it definitely was 
not supervisory. 

The scheduled airlines have spent approximately $200,000 toward the improve- 
ment of the air-traffic-control system in the New York area. These improvements 
redounded to the benefit not only of the scheduled airlines but of all users of the 
air space, including the irregular air carriers. 

The situation which prompted the assignment of Mr. Saint to the New York 
project and which dictated the wisdom of spending the sum indicated, involved 
numerous cancellations during 1946 and 1947 of schedules into the New York urea 
due solely to excessive air-traffic-control delays. An analysis of a 3-month 
period, December 1946 through February 1947, showed that 87 percent of all 
airline schedules operating during instrument weather were either delayed or 
canceled due to air-traffic congestion. In other words, seven out of every eight 
airline flights were either delayed or canceled due solely to excessive air-traffie- 
control delays. As a result of the airlines’ and Mr. Saint’s efforts during the 
summer and fall of 1947, and further improvements which were made in 1948, 
this situation was almost reversed. During the corresponding 8-month period 
1 year later, 79 pereent of all aircraft—military and civil—landed during in- 
strument weather with no delay. Only 21 percent, as compared to S87 percent a 
year earlier, encountered any delay whatever. Of the flights canceled or delayed 
in the winter of 1946-47, 3,877 flights had to be canceled or were unable to land 
at LaGuardia due solely to traffic congestion. During the corresponding period 
1 vear later not one single flight had to be canceled because of air-traflic delays. 

This remarkable record was not achieved by prohibiting the use of the La- 
Guardia Airport or the New York traffic-control system to any aircraft, either 
private, nonscheduled, or military. The only restrictions imposed on operations 
were those imposed by the scheduled airlines on themselves. In this instance, 
the scheduled airlines serving the New York area, at considerable expense, 
voluntarily shifted their schedules so that from a practical standpoint, all 
north-south operations were operated from LaGuardia with a majority of the 
east-west operations being operated from Newark, thus eliminating the compli- 
cation of interlacing and cross-over of flight paths which, at that time, seriously 
complicated the air-traflie-control job. The airlines, furthermore, voluntarily 
pegged the maximum operations which the scheduled industry as a whole con- 
ducted at LaGuardia to 13 arriving aircraft and 12 departing aircraft per hour 
No such schedule limitation was imposed on any other operation. No other 
operator was required to expend funds or devote personnel to the solution of the 
traffic-congestion problems which were common to all of them. 


Cosmopolitan article 

An article contained in the March issue of the Cosmopolitan magazine entitled 
“Don't Fly the Unscheduled Airlines” has been referred to frequently during 
the hearings with the inference that the publication of the article was inspired 
by the certificated airlines. Since this article was brought to our attention we 
have made efforts to determine the origin of the article. We can find no evi- 
dence that any airline had any connection with the preparation or publication 
of the article. In addition, we can state positively that the Air Transport Asso- 
ciation had nothing to do with it. 

If we can furnish any additional information we would be glad to do so. In 
order to identify the membership of the Air Transport Association, a list of 
the members is attached which shows the number and type of aircraft operated 
by each. 

Very sincerely yours, 
E. S. LAND. President 
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Masor DIFFERENCES BETWEEN THE CERTIFICATED DOMESTIC AIRLINE REGULATIONS 
(Pts. 40 AND 61) AND THE REGULATIONS APPLICABLE TO THE INTERSTATE 
IRREGULAR AND CONTRACT OPERATORS (Pts. 42 AND 45.) 


1. The certificated airlines must make careful surveys of a new route before 
operating it, and demonstrate to the satisfaction of the Administrator ability to 
conduct a safe operation over the entire route. The irregular and contract 
operators do not (secs. 40.7, 40.26, 40.29, 40.36, 40.39, 40.46, 40.49, 40.102). 

2. Each airport a certificated carrier uses must be individually examined and 
approved by CAA inspectors. This is not true of the nonscheduled and contract 
operators (sees. 40.27, 40.28, 40.30, 40.37, 40.38, 40.40, 40.47, 40.48, 40.50). 

3. Each certificated airline must have its own radio communications network. 
The irregular and contract operators need not meet this requirement (secs. 40.3 
$0.41, 50.51). 

41, Weather reporting services must be available over the route of a certifi- 

vated operator. This is not the case with the nonscheduled or contract operators 
(sees, 40.82, 40.42, 40.52) 
5. The certificated airlines must qualify each of their first pilots over the 
routes which he will fly. Such qualifications include a thorough knowledge of 
ull of the instrument approach procedures, the terrain, obstructions, congested 
areas, and the physical lay-out of the airports and approaches at each regular, 
provisional, refueling, and alternate airport It also includes knowledge of 
the navigational facilities, communications procedures, minimum safe flight 
levels, position reporting points, holding procedures, and all other traffic control 
procedures for each route flown. He also is required to fly over the route before 
carrying passengers in air transportation over the route. The irregular and 
contract carriers are not required to meet any such provision (secs. 40.87 (b), 
10.92, 40.97). 

6. Each first pilot of a scheduled air carrier must maintain his route qualifica- 
tions every year by one flight over the route or else requalify in accordance 
with the original route qualification procedures (sec. 61.114). 

7. No scheduled airline aircraft may depart without the approval of a dis- 
patcher certificated by the CAA. They assist the pilots in drawing up the flight 
plans, supervise the loading of the aircraft, and continually supplying necessary 
information to the pilots in the air. The irregular and contract operator is not 
required to maintain a dispatching organization (sees 10.89, 40.94, 40.99, 
61.151—158, 61.191, 61.192, 61.194, 61.196-—198, 61.253) 
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Air Transport Association of America—Continued 


Member hip Aircraft Total 

Piedmont Airlines 1>¢ ,8 8 
Pioneer Air Lines I> 12 12 
Resort Air Lines De 1: C4 

Robinson Airlires D« § 
Southern Airwa ¢ 8 + 
Southwest Airw 1>¢ 11 

I'rans Pacifie Air I¢ 
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I kt t L - M ~- - ] t 
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Wi Air I DC-4, 5; Dt ( 2 
Wi ( DC-3, 4: I 


Senator SparkMaANn. Also at this 
a statement from Capt. Irving E. 
lines, in which he wishes to dispel 
Airlines at any time experienced 


point in the record I want to submit 
Hermann, of the Great Lakes Ai 
any inference that the Great Lakes 
any difficulties with officers of the 


Civil Aeronautics Administration or their employees. 
That will be printed in the record at this point. 
(The statement referred to is as follows:) 


Chairman Sparkman, members of the committee, I would like to take this 
opportunity to make an extremely brief additional statement on behalf of Great 
Lakes Airlines, Inc. From stories which have appeared in the daily press and in 
some of the aviation trade publications, it would appear that Great Lakes Air- 
lines has been hindered or harassed in its operations by officials of the Civil 
Aeronautics Administration, 

We would, therefore, like at this time to dispel any inference that we at 
Great Lakes have at any time experienced any difficulties with officers of the 
Civil Aeronautics Administration or their employees. 

On the contrary, we would like to express at this time our sincere appreciation 
for the conscientious and tireless efforts CAA inspectors and safety agents have 
made in an effort to raise the general level of safety in air transportation. 

In particular, Great Lakes would like to express its appreciation to Mr. Hugh 
Brewster who is in charge of coordinating the safety program of the nonsched 
uled air-carrier industry in the sixth region in which Great Lakes is based. We, 
at Great Lakes, along with other carriers based in the sixth region, are proud of 
the fact that no irregular air carrier based in this region had an accident of 
any nature whatsoever in 1950. With the cooperation of Mr. Brewster and his 
staff, we hope to maintain this perfect record in 1951. 

Thank you, 


Senator SpakKMAN. Now, Captain Heacock, will you come around 4 
Go right ahead. 


STATEMENT OF AMOS E. HEACOCK, PRESIDENT, AIRCOACH 
TRANSPORT ASSOCIATION, INC. 


Mr. Hracock. It is not my intention in this presentation to answer 
certain of the legal arguments of the Civil Aeronautics Board. That 
is being left to Mr. William Leahy, who I understand it to appear 
tomorrow, 
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It is my purpose to report to you today the status of an industry. 
I want to tell you the economic facts concerning that industry, the 
extent of it, how it grew up, the facts and figures of its development, 
whether or not its existence has jeopardized the growth of the sched- 
uled airline industry as our opponents contend. I want to tell you the 
story of the outlawing of an industry. Much has been said about the 
three -trip regulation which has brought to your attention the plight 
of the nonscheduled air carriers. However, the three- trip regulation 
is only one of four eatienla of eliminating the nonscheduled air car- 
riers employed by the Civil Aeronautics Board. I want to tell this 
story as a factual report and leave it to your judgment whether there 
is justification under the law for the campaign of annihilation that 
has been employed against us. 

Most important, I want to tell you the story of the place of the 
nonscheduled air carriers in defense—what we are doing in the pres- 
ent national emergency to prepare for the service that we want to 
perform for the Nation in the event of all-out war. Finally, I want 
to tell you of the place of the nonscheduled air carriers in our civil 
economy. I will respect your more a tent judeme nt, ge ntle men, 
as to whether regulation or legislation should be em ployed to pre- 
serve the place that we have carved for ourselves, and whether we 
should expand our position in the light of the present national emer- 
gency so that we shall be prepared to play a much more vital role 
in nat ional defense than could be possible otherw ise. 

If, on the other hand, the record of this hearing justifies it, gentle- 
men, we request you to m: ule » recommendations as to the restrictions 
that should be placed u pon us in the interest of a balanced air trans- 
portation system. We do not want any special advantages. We 
—T disdain to ask for subsidies or privileges that we have not 

arned. Most important, we do not wish you to look upon us as 
veterans. Just regard us as Americans, as small-business men with 
no more rights or privileges due us than those which aecrue to us 
because of our birthright as free-born Americans. We do not believe 
that you owe us anything, gentlemen, but we do want to tell you 
of what we believe we owe our countrv and why we owe it. We ask 
your help to fulfill a debt to a Nation which has given us all the advan- 
tages we enjoy today. We owe our country leadership to call atten- 
tion to one of the most serlous deficie neies of the Nation today, our 
deficiency in airlift 

To explain why I believe this is so important, permit me to digress 
for a moment on a person: . story. Many have asked me why I have 
spent the better part of 2 irs back here in Washington, aw: Ly from 
my business in Seattle, ee a battle which many of my colleagues 
said was hopeless because the influence on the opposing side was so 
strong. I have let most of my friends believe that my reason was 
that I had an investment in an air transportation business that I 
was trying to save, but the real reason dates back to 1943 in the last 
war. 

The mission was to drop pari achute troo ps at Depienne, south of 
Tunis in the North African invasion. As we slowed our C-47’s in 
formation at 600 feet altitude, and our paratroopers bailed out behind 
us, the crew chief came forward and reported to me that one man 
had frozen at the door and had not jumped. Remembering my orders 
to push a man out if this occurred, I ordered the copilot to bring the 
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plane around on a second try while I proceeded to the rear. I ordered 
the crew chief, who was watching the paratrooper trying to get up 
his nerve, to boot him out the door. He did so; the ‘soldier’s static 
line yanked his parachute open and he found himself on the field with 
his comrades. 

Later, when I discovered that the man we had dropped had been 
oon up and annihilated with a few of the enemy’s armored cars, 

1 did some very serious thinking on what it was that I owed those 
men. I had a fee ling of guilt that I had not done or was not doing 
as much as I could do to assure these men a better chance for survival. 
Contriving to be assigned to Gen. Carl A. Spaatz, then commander in 
chief of the North African Air Forces, I presented to him in written 
form some of my ideas on how troop-carrier aircraft could be better 
used to support airborne troops. I pointed out that the paratroop 
drop at Bone, Algeria, could just as well have been a landing on the 
dry lake outside of Bone; that we could have brought in light artillery, 
jeeps, fuel, and could have resupplied the men continually until they 
had reached their objectives. While the drop at Bone and the drop 
at Souk El Arba had been successful, I recommended that wherever 
possible natural airheads be captured and the original paratroops be 
resupplied and reinforced by landings on the paratroop-defended area. 

General Spaatz liked some of my ideas and made me his personal 
pilot and liaison officer with Troop Carrier Command. I became im- 
pressed with the part that airlift plays in saving the lives of our troops. 
My comrades and I noted with pride that American planes transported 
direct from the United States across the jungles of Central Africa 
and down the Nile to Alexandria, the antitank shells with which Gen- 
eral Montgomery was able to develop the firepower to start his counter- 
offensive rolling from the very gates of the city back to Tunisia. Air- 
lift saved lives, 

History repeats itself, for airlift performed a_very similar role 
in stopping the tanks of the invader in South Korea. America’s 
first casualty in the defense of Korea was a soldier who looked out 
from his fox hole to observe the effect of a 214-inch bazooka rocket on 
a Russian tank. The small-size rocket had not been effective and the 
boy fell back in his fox hole dead when the tank’s machine guns opened 
up. Word flashed from the front to Tokyo, to the Pentagon. The 
Russian tanks rolled on, aiastaade invincible, but America had the 
answer: 514-inch bazookas and rockets were needed to stop these 
tanks, but there was not suflicient quantity of them in the war zone 
as this weapon had just been developed. 

I received a call from the Pentagon. Could our nonscheduled ear- 
riers transport loads of bazookas and 34-inch rockets to San Fran- 
cisco? From Fort Dix and other points the high explosives were on 
their way to the west coast the following day in the nensched C—46’s 
and in the aireraft of those former nonscheds—the certificated freight 
operators. 

I am most proud to relate that not one of my veteran pilots nor 
those of other nonscheduled carriers hesitated a moment to take off 
with enough explosives to blow up an airport, much less a plane. One 
aircraft, a National Guard plane, did blow up in a forced landing, 
but the crew escaped before the explosives went off. Equally ready, 
the nonscheds specializing in international operations were the first 
to leap to the task for transporting them from the west coast to Tokyo 
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with their cargo-type or combination passenger-cargo type aircraft 
ready to go without modification. There was no time for conversion 
of passenger-type aircraft to perform this job. Military men say the 
most critical er of a requirements is in the first 30 days after 
the outbreak of aggression before ground and water logistics can be 
made effective. 

To get back to North Africa, when the pursuing Montgomery 
reached Tripoli _ his battlewise New Zealand tank crews under 
General Fryeberg, we flew deep into the Sahara Desert, approaching 
Tripoli from the south, picked up planeloads of these experienced 
men who knew all the tricks of Rommel’s tank men and flew them to 
Kasserine Pass to help the green and inexperienced tank crews that 
had come from America and England. In the battle of Kasserine 
Pass that saved lives. 

lying antitank bombs from Oran to Feriana, Tebesa. and other 
forward air strips in Tunisia, we supplied the A-20 bombers that 
assisted our ground troops and tank men in stopping Rommel’s tanks 
The British heanpe we drooped at Soik El Arba moved up into ad 
vanced positions which were held until the final drive on Bizerti and 
Tunis. The planeloads of ao that we flew from the fighting 
fronts to the hospitals in the rear kept dinning into our conscious- 
ness—airlift saves lives. Airlift, saves lives. Again in the Pacific 
operations of the Air Transport Command we followed the ground 
troops into the islands of the Pacific and transported the wounded 
to base hospitals in Honolulu and in the United States. 

I came back convinced that my life work lay in airlift. I wanted 
to operate these plowshare s of peace that were instantly convertible 
to swords of war. Upon leaving the Air Force, I wrote my former 
boss, Gen. Carl A. Spaatz, that I was organizing an airline in Alaska 
that I hoped some dl: ay would reac h across the Aleutian Chi: ain to the 
Orient. I wrote that I believed that some d: iv the North Pacific route 
would be vital to our defense and that I hoped some day my airline 
could play a part in that defense 

I got several of my buddies together, organized that airline, and 
before operations were under way 6 months discovered that the most 
formidable obstacle in the building of a civil airlift was the very 
agency whose duty it was to promote the development of air tr: anspor: 
tation. Before the Senate Committee on Interstate and I oreign Com 
merce on Thursday, May 26, 1949, I declared that the Civil Aero 
nautiecs Board was the most formidable obstacle in the way of mass 

r transportation. I said it again before the House Interstate Com 
mittee; I say it to you now. The Civil Aeronautics Board is the most 
formidable obstacle in the way of mass air transportation. 

To me, this means that the Civil Aeronautics Board is the chief 
obstacle in the way of adequate airlift that is needed to save lives in 
an impending war. In joining battle with the Civil Aeronautics 
Board which has been used as the machinery to preserve a monopoly, 
preventing the natural competitive expansioi 1 of our air tr: insporta 
tion system, I was fulf lling a promise I made many years ago to 18 
inen that I had dropped to their deaths in Tunisia. These and the 
hundreds of wounded that I flew to the hospitals at Oran, I felt need 
not have been, had our country sufficient airlift to drop into Tunisia 
with a division on D-day. This kind of an airborne army could have 
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taken with little loss of life an area which the Germans reinforced 
by air to the point where we had to dig them out with bayonets in a 
b loody campaign. 

If, ‘gentlemen, in time you find me unduly critical of individuals, 
please forgive me. I have no interest in attacking individuals as such. 
However, if those individuals, whether short-sightedly, mistakenly 
or for less excusable reasons, are blocking a path to an ——— air 
lift for our national defense, then, gentlemen, I feel compelled by my 
onscience Lo expose their position. Thus, when ] mentioned the 
name of Mr. Robert Ramspeck before the Senate Interstate Committee 
recently, it is not because he had been doing a job for an association of 
scheduled air carriers. but pigms he has followed his instructions in 
attacking legislation aimed at increasing our airlift because it would 
threaten the scheduled air lines ‘Ss with unpre ‘dictable ¢ competition, 

Mr. Ramspeck, on ‘Tuesd: ay, May 9, 1950, before the Senate Inter 
state eeeatideas attacked one form of such legislation with such 


words as “It seems clear, that if this bill is to accomplish its purpose 
in any degree, it will have to be accompanied by an operating subsidy 
At the present time, there is no shortage of aircraft on the airlines 


in the United States.” The next month the Korean War broke out and 
our country was faced with an airlift deficiency. 

If I mention the name of C. R. Smith, president of American Air- 
lines, it isn’t because Mr. Smith writes bombastic articles in Colliers 
entitled “What This Country Needs Is a Good 3-Cent Airline.” when 
the record of his company is to attack 8-cent airlines, not encourage 
them. Rather, it is because Mr. Smith has attacked all genuine air- 
lift legislation that may introduce unpredictable competition into our 
air transportation system. Mr. Smith, for example, stated before 
the Senate Interstate and Foreign Commerce Committee the follow- 
ing words to discourage adoption of one of the air merchant-marine 
bills. This also was in the month before the Korean War broke out : 

Page 9 authorizes a survey of potential needs for transport aircraft. If these 
needs be for military purposes, it is obvious that the survey can best be directed 
by the agency responsible for a national defense. 

; was safe for Mr. Smith to say this because he was also Maj. Gen. 

_R. Smith of the Air Force, who has just served a term of duty ad- 
vising the Department of Defense on procurement. Secretary Sym- 
ington, in his position as Secretary of the Air Force, opposed air 
merchant-marine-type legislation as a diversion of funds from the 
more important purpose of procuring bombers and fighters. How- 
ever, history has shown that transports were the crying deficiency 
in the Korean War—not bombers and fighters. 

Mr. Smith continues to say: 

If these needs be for civilian operation, then those responsible for the operation 
of the airlines would want to assume basic responsibility for that, for it is their 
capital which is risked in the subsequent operation of the aircraft. 

Mr. Smith is safe in saying this because his company represents 
the power in the domestic air transportation field that Pan American 
represents in the international field—and he risks no capital in buying 
or operating aircraft because the Government guarantees a profit. 
Mr. Smith continues: 


If the needs be for quasi-military—-civilian requirements, then the National 
Resources Board has already the respousibility for such surveys. 
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Mr. Smith is safe in saying this also, because he was right-hand man 
to Mr. Symington when Mr. Symington moved from Air ‘Force to head 
of the National Secur ity Resources Board. The famous Douglas 
report on air-transport expansion and mobilization spent a good part 
of its report attacking the air merchant marine bill approach to 
airlift expansion as impractical. Mr. James H. Douglas is an Ameri- 
can Airlines attorney. 

Later on Mr. Smith states: 

Page 18 amends the Civil Aeronauties Act, by declaring that it is the will of 
Congress to promote the maximum utilization of transport aircraft, with par- 
ticular reference to cargo aircraft. I am sure that the “encouragement” section 
of the existing act, the Civil Aeronautics Act, is sufficiently broad to provide 
for such acceleration, if it is found to be in the national interest, for commerce, 
the postal service or the national defense, and it is hardly probable that this 
specific language is needed for that purpose. 

Again Mr. Smith is safe in referring to the Civil Aeronautics Act, 
for this act is administered by the Civil Aeronautics Board, an agency 
which is well covered by such former Air Transport Association men 
as James V _ er, Administrative Chief, and Donald Nyrop, Chairman 
of the Civil ped temoerys Board. In addition. Mr. Delos Rentzel, for- 
mer employee of Mr. C. R. Smith, as well as former employee of Pan 
American World Airways, is now ezar of the entire transportation 
system of the United States as Under Secretary of Commerce for 
Transportation. Gentlemen, I submit that the accelerated develop- 
ment of civil airlift for national defense is opposed by the scheduled 

irlines because of the fear that such expansion may threaten the 

present = maintained through the machinery of the Civil 
Aeronautics Board, substituting therefor new companies, free enter- 
prise, a in a inapeedie ti able ( ‘ompetition. 

Economics of nonscheduled air-carrier operations: You have heard 
from a number of nonscheduled operators, You have heard the story 
of the services they perform. Now, if you will bear with me, I will 
give you _ story of the an scheduled operators in the aggregate— 
the facts, t foo. a and the economics of a new industry—an indus- 
try devel sale o by leaps and bounds. 

Reports on file with the Civil Aeronautics Board indicate that 55 
nonscheduled carriers flew a total of 447,110 passengers and 751,- 
065,973 revenue passenger-miles in 1950—over three-quarters of a 
billion passenger-miles. This is a gain of 94.6 percent in passengers 
over 1949 and 66.8 percent gain in passenger-miles flown. In 1949 
the reports of 45 large irregulars totaled 229,705 passengers and 
156,514,086 passenger-miles. 

These figures have considerable economic significance. Almost twice 
as many passengers were flown two-thirds more passenger-miles as in 
1949. The difference in the percentages indicates that the nonsched- 
uled carriers are transporting more passengers on shorter trips. Their 
service is not being confined to the long hauls. 

In fact, the Los Angeles to San Francisco operations of nonsched- 
uled air carriers stimulated and developed on that route more passen- 
ger transportation by subsidized and nonsubsidized airlines than is 
being carried by the rail and bus lines. The reason for the revolution 
in the means of tr: unsports ition employed by passengers on the Cali- 
fornia run is price. California Central, Western Airlines, and United 
Airlines have been autiae rates of 3 cents a mile which were only 
recently raised. 
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The story is a familiar one. The low-cost air transportation was 
pioneered and developed by nonscheduled air carriers and later 
exploited by scheduled air carriers. 

The significance for future development of an air transportation 

system for our commerce and national defense is tremendous, for, in 
the United States as a whole, the 16 trunk airlines of our scheduled 
system handled 7,871,000,000 passenger-miles in 1950, whereas the 
railroads and bus lines tr: ansported 46,332,000,000 passenger-miles. 
In other words, the surface carriers transported eight times the 
passenger-miles of the air carriers. Let us suppose, however, that bet- 
ter than half the passenger traflic in the United States can be trans- 
ported by air, as is already true on the Los Angeles-San Francisco 
run, where 60 percent of the passengers prefer air transportation. 
This would mean a market for four to five times the air transportation 
employed now. 

Of course, the reason why the Los Angeles-San Francisco segment 
in air transportation has exceeded surface passenger transportation 
is the 3 cents per passenger-mile price. The attached chart from 
Consumer’s Union magazine shows how this low rate can return more 
revenue to the air carrier than the higher rate (for chart see p. 152). 
Two policies of air-carrier management introduced by the nonsubsi- 
dized carriers which have accrued to the benetit of the entire industry 
are high-density seating and high-load factors. In the United States 
as a whole, the scheduled passenger-mile price is 514 cents—way above 
the 3 cents which C. R. Smith glibly promised the public. 

Defense planners say we have an airlift capacity of about 1,000 
C—54 equivalents. They say we need a minimum of 4.000 C—54 
equivalents in the event of war. The nonscheduled air carriers on 
the Los Angeles-San Francisco run and elsewhere, therefore, are 
pointing the way to expansion of our civil airlift reserve for national 
defense by introducing air transportation to hundreds of thousands 
of people who just cannot afford 514 cents per mile transportation. 

How are we going to make up our deficit? One way has already 
been pointed out—by introducing 3-cent-per-mile air-coach transpor- 
tation generally. This can be accomplished by the development and 
employment of the more eflicient cargo-type aircraft contemplated 
by the air merchant marine bills. Other aids are a larger share of 
defense transportation by air—a development already underway, 
first-class mail and parcel post at cargo tariff rates, plus 5 cents a ton- 
mile, authorization of nonsched and scheduled coach transportation 
internationally, and the development of the huge freight markets 
through more efficient aireraft and lower prices. 

The nonscheds have shown that low-cost air transportation in route 
operations can be provided without any sacrifice of safety. The 
nonscheduled air carriers, since July of 1949, have completed almost 
114 billion passenger-miles in common-carrier air transportation 
available to the general public without a passenger fatality. At the 
present rate, the nonscheds will easily exceed well over a billion 
passenger-miles in 1951 alone. ‘Theoretically speaking then, a pas- 
senger could fly nonsched airlines day and night at 200 miles per hour 
for 570 years and, statistically speaking, he would still be alive 
and safe. 

Let us take a closer look at the expansion of air transportation and 
see where it is coming from. The United States international air- 
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lines increased passenger mileage only 9.9 percent in 1950 over 1949, 
the domestic trunk lines were up 18.8 percent and the nonsched pas- 
senger miles were up 67 percent. We do not have to look far for the 
reason. The average price per passenger-mile on the international 
operations was 7 cents with nonscheduled air carriers prohibited by 
Civil Aeronautics Board reget ation from biiralil ing price competi- 


tion which would lower rates. The domestic scheduled lines increased 
at twice the — of the international lines at an average passenger- 
mile price of 3 cents. Finally, stimulated by the nonscheds, the 


domestic-sche ma coach passenger-miles increased 518 percent over 
1949. The nonscheds, with an estimated average of about 314 or 334 
cents per mile, increased 67 percent. 

Note particularly the impact of air-coach operations of the non- 
sche “ds on the sche duled lines. The ] yoneer ing and de sve loping work 
of the nonscheds has not acted as a Oa rate service injurious to the 
scheduled airlines. The scheduled airlines flew 1,056.661,000 coach 
passenger-miles in 1950, or 114 times as much as the nonscheds. 
This average passe nger mile rate is estimated at 4 to 414 cents a mile. 
Passengers increased 250 percent over 1949 and passenger-miles 318 
percent. Think of the airlift afforded by this stimulation. 

Coach passenger revenues were better than $43,000,000, While coach 
traflic represented only | percent of the scheduled passenger mileage 
in 1949, in 1950 1216 percent of the passenger-miles were flown at air- 
coach rates. The percentage of coach traflie carried by individual 
scheduled lines varied with the passengersmile price charge. 

Thus, Western Air Lines, which went into the San Francisco-Los 
Angeles coach trafic at 3 cents a passenger-mile, avowedly for the pur- 
pose of running the nonsubsidized operators out of business, developed 
64,540,000 coach passenger-miles, which was 32.7 percent of its total 
passenger-miles for 1950. The nonsubsidized line, California Central, 
prospered also, Northwest Airlines went in heavily for coach service 
with 169,210,000 passenger-miles, which was 33 percent of its total 
for the year. Capital Airlines, the carrier that introduced air coach 
to the scheduled lines, had 25.5 percent of their passenger mileage in 
coach operations, with National and Eastern at 28.2 percent and 22 
percent, respectively; TWA and Delta at 15 percent: United at 3.6 
percent; and American at 6 percent. Considering the fact that C. R. 
Smith, president of American Airlines, wrote an article im Collier’s 
entitled “What This Country Needs Is a Good 3-Cent Airline,” before 
the air-coach era, it seems that American is slow in following up. 
United officials swore they would never cut their rates, but the pressure 
of the nonscheds, followed by the other scheduled airlines, finally 
forced them into it. 

The nonsubsidized carriers in the field of air cargo have also made 
phenomenal gains in low-cost air transportation. The Flying Tigers, 
Slick Airways, and United States Airlines, formerly nonscheduled 
freight operators, but now enjoying certificated operating rights, 
almost doubled their ton-miles transported in 1950 over the 1949 fig- 
ure. These three nonsubsidized carriers flew 70.944.368 ton-miles of 
freight last vear compared to 36,390,076 ton-miles in 1949. Slick 
Airways, the largest of the three, gained 93.3 percent over 1949. Slick 
alone hauled 25 percent of the ton-miles of all certificated carriers. 
Against these eapeeneee increases, the freight volume of the domestic- 
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scheduled trunk-line carriers increased only 19.2 percent last year 
over 1949. They flew only 61.6 percent of the freight traffic as com- 
pared to 72.4 percent in 1949. It is easy to predict that soon the cer- 
tificated freight carriers will exceed the freight volume of the do- 
mestic trunk lines. These former nonscheds, given their permanent 
operating authority, are really doing the job of developing air trans- 
portation called for by section 2 of the Civil Aeronautics Act. 

In the international field, the dismal facts are that the United States 
international-scheduled carriers are yielding United States flag leader- 
ship to foreign lines. Yes; last year the United States airlines lost 
their lead in cargo carried, Last year the United States lines hauled 
13.4 percent of the cargo tratlice, which compared with 53.7 percent in 
1949. The United States increase in trathe was only 1.6 percent as 
against 53 percent for the foreign airlines. In contrast with this dis- 
mal picture, Seaboard & Western, the only international nonscheduled 
all-cargo carrier, increased from 444 million ton-miles in 1949 to 91% 
million in 1950, It is obvious that the United States can recover a T- 
ican-flag leadership merely by authorizing nonscheduled intern 
tional passenger oper: tions in combin: ation with cargo oper: tions, us 
in Alaska. 

Civil Aeronautics Board discouragement of international operations 
by irregular carriers is the greatest factor in losing ground to foreign 
carriers in both the passenger and cargo fields. Passenger tratlic is 
prohibited for nonscheduled carriers in international operation. In 
addition, cargo operations such as those of Seaboard & Western are 
discouraged by proceedings instituted by the Board to revoke their 
letters of registration for alleged foreign transportation of persons 
in common-carrier operations and frequency and regularity. While 
the Board entered a cease-and-desist order instead of the more drastic 
penalty of the revocation of Seaboard’s operating rights, nevertheless, 
interpretation of frequency and regularity to preclude twice-a-month 
operations to Geneva, Switzerland, for example, is the kind of harass- 
ment that is losing our cargo load to foreign carriers. This harass 
ment has discouraged and limited international nons ‘heduled opera- 
tions, except those operations between foreign countries beyond t 
authority of the CAB. Such American companies which have est: “7 
lished thei ‘ir entire operations abroad, as Near East Airlines has done, 
are transporting fantastic numbers of passengers In international 
refugee operations far from the s ‘ope of authority of the CAB. 

It takes more than one government's restrictive regulations to arrest 
the advance of air transportation. Mr. J. R. Baldwin, chairman of 
the Air Transport Board of Canada, has already proposed that 
Canada be the home for tramp steamers of the air. The rush of the 
American surface merchant marine to Panamanian registry may be 
the forerunner of similar developments in the merchant marine of 
the air. 

In fact, several operators in the domestic nonscheduled field facing 
the three-trip regulation planned on exporting their services to South 
America and to Europe, where grateful governments were prepared 
to welcome them instead of putting them out of business. In the last 
60 days, one foreign purchasing agent alone, Sylvio Mario Machado 
Pedrosa, of San Paulo, Brazil, purchased nine DC-3’s in the United 
States, most of them from nonscheduled operators who could see no 
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future for their aircraft in the United States under the well-known 
policies of the CAB. 

Is the phenomenal success of nonscheduled air carriers in 1950 with 
their 67-percent passenger-mile increase—is this harming the sched- 
uled airlines? The record indicates otherwise. Peak profits are the 
rule. Domestic trunk lines made $60,000,000, international lines $19,- 
000,000, and local service lines $667,000, for a total before income taxes 
of $79,667,000, This is a total net operating income of $80,000,000 
in 1950 on $800,000,000 operating revenue, which is 80 percent more 
than the $44,000,000 net income in 1949. The scheduled industry 
reached the 10 billion mark in total revenue passenger-miles flown. 
These 10 billion passenger-miles were accomplished with - admir 
able safety record of only 133 passenger fatalities, or only 1.5 passen- 
gers per 100,000,000 passenger-miles. Nevertheless, in common-car- 
rier operations available to the general public, the nonscheduled car- 
riers in their recent billion passenger-miles with a perfect safety 
record, was 13 times better. The recent sensational magazine articles 
slandering the safety record of the nonscheduled carriers is something 
that has aroused the deepest indignation in nonscheduled air-carrier 
circles. Delos Rentzel, before the Senate Interstate and Foreign Com- 
merce Committee, stated he would not be a bit surprised 1f the sched- 
uled airlines were behind these articles, although he personally 
deplored them. 

But to get back to the scheduled air carriers allegedly suffering from 
the competition of the nonscheds, we find that the net operating in- 
come of the domestic trunk-line carriers, reaching an all-time record 
of $60,000,000 in 1950, represented 21% times the net operating income 
reported for 1949. The most striking fact was that in 1950 the domes- 
tic trunk carriers netted $15,000,000 in income before mail pay. This 
is the first year in peacetime that this has been done. All this was 
done in spite of the fact that nonscheduled competition, causing 1214 
percent of their total passenger mileage to be in low priced coach 
operations, resulted in a drop of average per-mile passenger fare from 
534 cents to 51% cents. The e xpansion of air-coac th service from 
4 percent of tts services in 1949 to 1214 percent of its passenger mileage 
in 1950, apparently did not injure the financial health of the carriers, 
because while $20,000,000 in mail revenues was required to break 
even in 1949, in 1950, $15,000,000 was earned before mail pay. 

Load factors, which are the secret of success not only in air-coach 
operations, but also in scheduled first-class operations, showed marked 
improvement. The passenger load factor for the trunk-line carriers 
was 62.68 percent during 1950, as compared with 59.17 percent in 
1949. In addition, the break-even load factor, the point at which load 
factors make profits possible, was reduced from 55.38 percent to 53.95 
percent. The revenue passenger-miles of the trunk lines increased 
by 11, billion to a little under 8 billion. One billion of this 114 bil- 
lion increase was air-coach operations. Profitwise, therefore, better 
load factors and high-density seating was much more important than 
the reduction in yield from 534 cents per revenue passenger-mile in 
1949 to 51% cents in 1950. Stated in another way, nonscheduled com- 
petition, if it forced the scheduled airlines into lower fares. also forced 
them into more profitable operations by filling their airplanes. Com- 
petitive damage, gentlemen, just did not occur. On the contrary, 
the nonscheds led a lazy trough-fed industry to profits through bet- 
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ter business methods. There is no substitute for competition to de- 
velop better business methods. The theory of the Board that non- 
sched competition makes for more reliance on mail pay is without 
foundation in fact. 

Now that we know that nonsched leadership, bringing scheduled 
air carriers into coach operations, increases their volume of trafhic and 
increases their profits in spite of a reduction in per-passenger-mile 
yield, let us look to see when this effect took place. In 1941 the domes- 
tic trunk airlines transported only 1,384,733,000 passenger-miles, 
which is about the figure that the irregular air carriers alone may be 
doing in 1951, 10 years later, if their cpanaion’ is not aborted by the 
three-trip regulation. The passenger load factor in 1941 was 64.32 
percent. cog eee and load factors increased through 
the war until in 1944, 2,178,207,000 passenge . miles were transported 
at a 90.77-percent load factor. Although this was not the highest 
passenger mileage reached during the war, it was the highest load 
factor reached. Consequently, the record wartime operating income 
of $36,093,932 was attained that yur which represented a peak of 
2° 2.78 percent of gross operating revenues. During this profitable 
period, of course, nonscheduled operations were only dreams in the 
hearts and heads of young men who were more interested in bomb 
loads than pay loads and more concerned with paratroop drops than 
load-factor drops. 

In the following year, 1945, passenger-miles of 3,536,278,000 were 
double that of 1948. Nevertheless, load factors had dropped better 
than 21% percent from the high of 90.77 percent to 88.16 percent in 
1945. Consequently, operating income dropped to $33,451,627, which 
was 15.54 percent of gross oper: ating revenue. 1946 showed a huge 
increase of passenger mileage to 5,903,111,000 but at the same time, in 
this postwar readjustment period, load factors dropped to 78.81 per- 
cent. [In spite of the great increase in passenger mileage, however, the 
9.35 percent reduction in passenger load factor threw the domestic 
trunk lines for an operating loss of $5,228,439. 1947, also a year of 
readjustment and reequipping for the scheduled lines, saw a slight 
increase of passenger mileage to 6,103,879,000 but with another 13 per 
cent reduction in passenger load factor to 65.67 percent. Needless to 
say, it was the load factor that was the important thing, not the 
increase in traffic, so the scheduled carriers suffered a loss, a record 
loss. of $20,900,101. 

In 1948, new economic considerations entered the picture, for al- 
though there was a slight drop in passenger mileage and load factor, 
the full effects of the reequipment program in more efficient equipment 
was being felt in that year. In addition, the average passenger fare 
per mile was increased seven-tenths of a cent from 5.06 cents in 1948 
to 5.76 cents in 1949, This was principally a result of CAB’s insistence 
on a 10 percent fare increase to stop the losses. 1948 was also the first 
year that the route operations of nonscheduled air carriers became an 
unportant economic factor. Nevertheless, the nonscheduled carriers 
had been sufficiently active in 1947 to cause the first economic regula- 
tory action by CAB. 

U p to the middle of 1947, most nonscheduled air carriers were hardly 
aware that economic regulation existed. No license was required to 
operate except the nonscheduled operating certificate issued by the 
Civil Aeronautics Administration which indicated the carrier had met 
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safety requirements. Most operators vaguely understood that their 
operations must be nonscheduled in nature, but then most operators 
did operate without a schedule, so that appeared to be no problem. 
In the middle of 1947, the industry was shocked into the realization 
that they were in a regulated industr y because of an order circulated by 
the Board which required the filing of tariffs. This was also the 
occasion of the first organized action of the nonscheduled operators 
which culminated in the formation of the Independent Air Carriers 
Conference in August of 1947. 

Strangely enough, this first general economic action by the CAB 
found the CAB and the nonscheduled operators using arguments that 
would sound very strange in view of their respective positions today. 
On behalf of his nonscheduled air carrier constituents, Senator Mag- 
nuson contended that since the carriers operated infrequently as be- 
tween any two points, it was unduly burdensome for the carriers to 
file point-to-point tariffs for innumerable points. 

If you think this is a strange argument to be made on behalf of the 
carriers, just listen to the answer of the Civil Aeronautics Board in 
view of their present drastic interpretations of Regulation 291 defining 
maximum permissible frequency and regularity as three trips between 
any two major traflic points in any 4-week period. For here is proof 
of the great change in interpretation of the regulation that occurred 
since CAB’s liberal Chairman Landis wrote the following words in 
his answer to Senator Magnuson on August 13, 1947: 

As you indicate, strict application of the terms of this regulation would appear 
to require, in the case of a tariff specifying an infinite number of charges appli- 
eable between all conceivable combinations of points. Actually our studies 
indicate that carriers operating the larger transport types of aircraft (the 
carriers operating aircraft grossing less than 10,000 pounds each do not file 
tariffs) tend to confine the bulk of their operations to a relatively few points. 
Such practice is not inconsistent with the concept of irregular operations set 
forth in section 292.1. 

Does this indicate that the Board did not know the scope of the 
operations we were conducting when they granted us licenses—letters 
of registration—a year later in the middle of 19484 Does this sustain 
Board Member Oswald Ryan’s claim that the Board suddenly “woke 
up” to find the regulation being violated? This is an important his- 
torical note in view of the contentions of the Civil Aeronautics Board 
that it was the nonscheduled operators alone who embraced a broad 
interpretation of “irregular” operat ions. The Board refuses to accept 
any responsibility for conveying such a broad interpretation during 
the period that the operators were investing in large transport equip- 
ment. Under Landis there occurred, besides broad interpretations 
of operating authority to encourage air transportation, the concept 
of competition in air transportation, the extension of routes and the 
development of air transportation. While Mr. Landis found this 
concept to be in line with the mandate of section 2 of the act for the 
encouragement and development of air transportation, the promotion 
of adequate, economical, and efficient service at reasonable charges, 
and for the preservation of competition, today these views seem almost 
heretical in the light of more recent policy statements by the Board. 

The live-and-let-live attitude under Landis gave way to a definite 
program for elimination of the nonscheds under ¢ ‘hairman O’Connell 
and Chairman Rentzel. The combined scheduled airline-CAB attack 
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was well under way by the middle of 1948. All nonscheduled air 
carriers were required to apply for a letter of registration. The attack 
got under way with the famous blast from American Aviation maga- 
zine declaring that the transcontinental nonscheds were diverting 
$10,000,000 worth of revenues from the scheduled lines and that these 
lines, by “skimming the cream” of the long-haul traflic were thereby 
causing the losses of the scheduled lines. This thoroughly discredited 
“cream skimming” line of attack laid down by the scheduled airlines 
has been employed by the Board even up to last Wednesday, when 
it was used by Delos Rentzel. My answer is the same as I presented 
to the House Interstate and Foreign Commerce Committee Wednes 
day, March 15, 1950: 


Executives of various certificated lines took up the hue and cry and demanded 
that the Civil Aeronautics Board wipe out this competition which, they con- 
tended, because of the diversion of revenues, was itmposing losses on the certifi- 
cated carriers which had to be made up by mail pay. ‘The independent trans 
continental coach lines answered that it was not the cream but the milk that the 
independents were going after—the milk that heretofore had been ignored by the 
certificated lines. The independents pointed out that only 10 percent of the 
traveling public had been tapped by the certificated lines. This top 10 percent 
were the businessmen, professional people, persons traveling on expense accounts, 
and so forth. These were the cream of the income brackets which flew because 
they could afford to fly. 

The independents claimed to be getting the milk—the 90 percent of the people 
who had never before flown because of economic reasons. They introduced 
questionnaire surveys which indicated that about SO percent of the passengers 
of the independent lines would not have traveled by air if the low S90 fare 
had not been available to them. The questions asked the passengers were: 

“If transportation at this price had not been available to you, how would you 
have made this trip? 

“(a) By bus? (0b) By train? (ec) By scheduled airline? Or (d) would not 
have gone at all?” 

The amazing result of the careful surveys by the transcontinental independ 
ents showed that only about 20 percent of their passengers would have tlown by 
the scheduled lines. Much more amazing, the questionnaires indicated that a 
little better than 50 percent of all the passengers embarking on their aircraft 
had never before made a trip by air 


The industry had complained that 1947 and 1948 had shown a leveling off of 
passenger traffic which indicated to them that they had exhausted their market 
The Civil Aeronautics Board had helped to create this leveling off by demanding 
and getting fare increases for the certificated lines There was a complete 
bankruptey of leadership in the Board and in the scheduled airline industry 


Only the independents were dynamically leading the industry to tap the 90 per 
centof the market that had been overlooked. 

Some of the scheduled airlines did not believe their own propaganda. Capital 
Airlines established air-coach service. In the 12 months prior to November 4 
1948, the airline flew 1,000 passengers on their Chicago-New York run. In the 
5 months after the air-coach service began, the company flew 20,000 passengers, 
mostly new to air transportation. At this point, Capital stopped giving out the 
figures on passenger volume to their competitors. 

When Pan American started their air-coach service to Puerto Rico to usurp 
the traffic from the “cream skimming” nonscheds, their statisticians figured out 
in advance the percentage of traffic their first-class service would lose. To 
their amazement, the new air-coach service had practically no effect on their 
first-class traffic. They then put their heads together to determine where the 
traffic was coming from, and came up with the outstanding observation that 
it was traffic formerly handled by the nonscheds. 

Who was right is now a matter of history. During 1949 practically every 
major airline has either entered the air-coach market, or has filed tariffs for 
future entry. The increased traffic, the “milk” pointed out by the independents, 
led the entire industry to a profitable year in 1949. The new traffic was over 
flowing into the regular first-class services of the airlines as the nonscheds 
predicted. © * * 
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In spite of the bankruptcy of leadership of the scheduled airlines 
which was exposed by the entry of the nonscheds into this field, the 
Civil Aeronautics Board has picked up the policy line laid down 
- the scheduled airlines and has carried it forward to its ultimate 
state of absurdity as at present. The cry for the scalps of the non- 
scheds in the scheduled airline trade press heralded a series of actions 
directed at eliminating the so-called competition that the scheduled 
airlines complained of. “There is only so much business,” was the 
general tone of the trade press. “We have reached a plateau, a level- 
ing off of traffic caused by an exhaustion of the available market. 
Therefore, spoke thew false prophets, “the nonscheds must be elimi- 
nated from the competitive scene in order that we may prosper. 
“Nonsense,” answered the nonscheds. “We are just beginning to 
tap the 90 percent of the passenger traflic heretofore neglected and 
the boundless horizons of the air-freight field are still ahead of us.” 
Nevertheless, the deadly machinery of the Civil Aeronautics Board 
was sent into action to protect the monopoly interests of the sched- 
uled air carriers whic h the Board claimed was the mandate Congress 
laid down in the Civil Aeronautics Act. 

I charge that there has been a definite clear-cut conspiracy to put 
the nonscheds out of business through the machinery of the Civil 
Aeronautics Board. This is my answer to Chairman Rentzel’s recent 
claim before the Senate Interstate and Foreign Commerce Committee 
that the nonscheds were making an organized attack on the Board. 
As the boy said when he bit his father’s thigh during a spanking 
session, “Who beginned this war?” 

In order that I may not be accused of generalities without support- 
ing documentation, allow me to quote the United States-Alaska 
Service case. In spite of the fact that over 214 vears have elapsed 
since proceedings began in this case, the issues are still not decided. 
The recommendations of the examiner, William F. Cusick, that Pan 
American and Pacific Northern Airlines be certificated to duplicate 
Northwest’s service to Anchorage is one of the rawest and most inde- 
fensible proposals ever put forward by the Board—and there have 
been plenty of them. 

Who, after the war, leaped into provide a cargo service such as 
Alaska had never seen before? One of the first of these lines was 
Mount McKinley Airlines, organized by Jack Scavenius, a former 
bush pilot who served in transport operations along the Aleutian 
Chain during the war. In the middle of 1946 he organized his com- 
pany with the help of Anchorage merchants and began providing 
cargo service at the then unheard of rates of 32 cents per pound. 
Certificated airline rates to Anchorage and Fairbanks had ranged 
from 68 to 90 cents per pound. Nonsched cargo service to Alaska 
was accelerated by the maritime strike of 1947, which made Alaska 
dependent on these carriers for their food and necessities of life. 

This boom in cargo service instigated the United States-Alaska 
Service case ostensibly for the purpose of investigating the adequacy 
of the cargo service of the certificated carriers in view of the huge 
traffic being carried by the nonscheds. Records of the Alaska Service 
case show this nonsched freight volume to be 20 to 35 times the volume 
transported to Anchorage by the certificated carrier, Northwest Air- 
lines. However, after the notice of the investigation was issued certifi- 
cated carriers, notably Pan American World Airways and Pacific 
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Northern Airlines, saw in the discomfiture of Northwest an oppor- 
tunity to saddle the United States taxpayers with another mail pay 
line to Anchorage to their advantage. Consequently, the purpose of 
the case was altered and the official description of Docket No, 5236 
et al. is “In the matter of adequacy of cargo service between the United 
States and the Territory of Alaska and applic ations for certificates or 
amendments of certificates of public convenience and necessity. 

Hearings began in October 1948 during another maritime strike. 
Mount McKinley Airlines was the only one of 13 nonscheduled lines 
operating at the time that applied for certificates in this proceeding. 
The other nonscheduled carriers considered such applications rather 
naive in view of the well-known hostility of the Board toward non- 
scheduled carriers and in view of the high influence that could be 
exerted by Pan American, one of the applicants for the route and the 
mail pay. Most nonscheduled air carriers considered it a scheduled 
air carrier matter, since it was the inadequacy of the scheduled line’s 
service, not ours, that was being investigated. As no invitations had 
been issued for applications for certificates without mail pay, it never 
occurred to the nonscheds to apply for this type of authorization. 
Besides, the carriers were still laboring under an apparent delusion 
that their nonscheduled service was exempted from the necessity of 
applying for a certificate. The feeling of these carriers was that they 
would be happy to continue to provide an exempted nonscheduled 
service. 

It was a friendly CAB official attached to the Anchorage, Alaska, 
office that tipped me off that rey future of my company and the rest 
of the nonscheds operating to Alaska would be determined by this 
ease and that I had better - ply to intervene in the case since it 
was too late to participate. Air Transport Associates did file a sting- 
ing brief exposing the proceedings’ purpose as not to determine the 
adequacy or inadequacy of the cargo service of the scheduled air 
carriers involved, but to determine which carrier or carriers were to 
take over the traflic being carried by the nonscheds. Such a premature 
exposure of the Board’s plans was naturally highly resented by the 
examiner, William F. Cusick. In his decision and recommendations 
to the Board he commented as follows on Air Transport Associates’ 
brief : 

Much, if not all, of the matter contained in this document is totally imma 
terial and irrelevant to a determination of the issues involved in the instant 
proceeding. This fact appears to be recognized even by the intervenor. What 
is more important, however, is that an examination of the paper discloses it 


be nothing more than an insidious and calculated attack on the honesty and 


integrity of the Board. * * * Under the circumstances, the arguments 
contained therein have been ignored in arriving at the ultimate findings and 
conclusions raised by the issues of record in this case. 


How close I had struck home with the help of a tip from inside the 
Board was also revealed by the Cusick document : 


The fact that a number of city intervenors were of the opinion that the non- 
scheduled carriers are performing a very essential service and requested that the 
Board refrain from any action which might jeopardize their existence has not 
been overlooked. * * * The traffic hauled by the irregular and nonscheduled 
operators must be viewed as traffic which should be available to the certificated 
carriers if the public interest would be thereby served. “Public interest” as 
used here is an all-inclusive term and encompasses the financial well-being 


of those carriers supported in whole or in part by funds in the Federal Treas 
ury. ok * * 
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Certainly a more brazen admission would be hard to find. The 
policy of the Board is to interpret “public interest,” not as the inter- 
ests of the public to be served, as their interests were expressed by the 
city intervenors in this case, by the governor, and by the popularly 
elected legislature, but as the interest of the CAB in the “financial 
well-being” of the certificated carriers. On the occasion of Board 
member Josh Lee’s confirmation, which I opposed, and upon a direct 
question propounded upon my request by Senator Edwin C. Johnson, 
Lee stated that on the whole he subscribed to that interpretation of 
the “public interest.” He added that it is a case of balancing the cost 
of service to the Government as against allowing additional compe- 
tition. Almost every route case entails this issue, he continued. Sen- 
ator Johnson was obviously surprised by the answer and commented 
on Mr. Lee’s frankness. 

Apparently, who provides the competition is the important factor, 
for Mr. Lee has recently become a public ized champion of competi- 
tion because of his dissenting opinion in the Southern Services to the 
West case. In this opinion, Mr. Lee, an advocate of more and better 
traflie points for local service airlines, trod on the toes of American 
Airlines, the giant of the domestic trunk lines, which would have to 
face competition. This caused a somewhat bitter quarrel between 
Mr. Rentzel and Mr. Lee. Rentzel, a former American Airlines em- 
plovee, and apt pupil of C. R. Smith, president of American Airlines, 
of course, opposed comp eition in this instance. The Southern Serv- 
ice case was settled by an interchange of equipment deal which would 
protect the participating carriers from competition on their own seg- 
ments and yet provide a through service. A nonscheduled air carrier, 
Peninsular Airlines, which had the temerity to operate this route 
which stepped on such powerful toes, wound up with specially ex 
pedited CAB action to deny its operating er ity. 

But to get back to the Alaska Service case, : r Transport \ssociates 
filed for a certificate in oe 1949, after rm filed its brief of inter 
vention in the case because of this tip from within the Board that 
eee to apply for suc i a certificate in the Alaska Service case would 
later be used against it. Needless to say, in spite of the fact that the 
ap eli cation was filed 9 months previous to an enforcement action 
against Air Transport Associates, the certificate application docket has 
not yet to this day come up for consideration by the Board, although 
enforcement action has been pursued in the meantime until the Board 
Isat present 1n position to order my company to wind up its affairs and 
970 Out of business in 30 days. 

Oh, yes, but let us see how Pan American came out in the Alaska 
Service case. Pan American is the acknowledged power behind the 
throne where international operations are concerned. Pan American, 
along with Pacific Northern, was recommended for mail pay certifi- 
cates to Anchorage. ‘This means three airmail subsidies to Anc horag 
instead of one if Examiner Cusick’s recommendations are approved 
by the Board. Tongue in cheek, Examiner Cusick does claim to be 
thinking of the public purse, as cdiwahad by the following quote 
from his decision: 

It is fundamental that the Board, in carrying out its duties and responsibili 
ties under the act, should jealously guard this system of routes and to the extent 
that the public interest requires, it should make available to the system all 
traffic that would serve to improve the particular ecarrier’s economic well being, 
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and as a consequence to lessen its demands for sustenance in the form of mail 
payments. 


: 

However, this argument was directed at nonsubsidized carriers, 
whereas the agile examiner finds that it is in the public interest to have 
three certificated carriers share Anchorage tratlic. 

Of course, this inconsistency of argument is mere ly rationalizing to 
justify a decision in favor of Pan American, for 1f | “weeny ( usick 
and Board Member Lee w: int a definition of “public interest” I hope 
I am not too presumptuous in suggesting that they use the mandatory 
detinition of public interest which you gentlemen of Congress gave to 
them for their guidance in the Civil Aeronautics Act of 1958. Sec- 
tion 2 entitled “Declaration of Policy” orders that the Board: 

* * shall consider the following, among other things, as being in the publie 
interest and in accordance with the public convenience and necessity. * 

The promotion of adequate, economical, and efficient service by air carriers 
at reasonable charges, without unjust discriminations, undue preferences or 
idvantages, or unfair or destructive competitive practices. 

Competition to the extent necessary to assure the sound development of an 
1ir transportation system properly adapted to the needs of the foreign and 
domestic commerce of the United States, of the postal service, and of the national 
defense. 

Another untenable argument of Mr. Cusick is that by their taking 
over the traflic of the nonshcheds, the certificated carriers’ require- 
ments for mail pay will be reduced. ‘To be as kind as possible, I 
will say that the examiner is incredibly en eneenneey The vast bulk 
of the traflic of the nonscheds is freight moving at 15 cents per pot ind. 
This rate is one-half to one-third of the ec dy carriers’ cost of 
moving the cargo. ‘Therefore, the more freight the certificated carriers 

moved at this rate, the more money they lost, and the more has been 
made up to them in mail subsidy. 

‘This monstrously expensive policy is being pursued to this day 
in spite of my company's intervention April 4 agaist the grant of 
314,869,000 “temporary” mail pay to Northwest Airlines. <A great 
part of this mail subsidy Air Transport Associates contends 1s an 
illegal award because the air carrier’s need in this instance did not 
meet the requirements of “honest, economical, and efficient manage 
ment. 

The key to the understanding of the Alaska Service case is Pan 
American, just as the key to the understanding of the Southern 
Sery ices to the West Case 1S Ame} ican Airlines. Pan Americ in, the 
United States’ foremost international air carrier, has an isolated 
seoment that seemingly is both physically and from a policy point 
of view, disconnected from that world-wide system. The Pan 
\merican-Alaska operation extends from Seattle through Ketchikan 
ind Juneau to Whitehorse and Fairbanks. There is no route con- 
nection with San Francisco. Pan American had origin: lly planned 
(he Alaskan operation as the first segment of the short North Pacific 
oute to the Orient. However, the Pacific case awarded the coveted 
North Pacitie route to Northwest Airlines via Anchorage. Northwest 
iad gotten into position for this award during a period of its ascend- 
incy during the war. The company had operated to the Aleutian 
[sland chain via Anchorage pursuant to a contract with the Depart 
ment of Defense. 

Pan American was thwarted in this Pacific case award. leaving 


tf no other alternative but to buy out or parallel earriers in the WAY 
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of its monopoly domination of the American flag international field 
in aceordance with its well known “chosen instrument” policy. It 
was impracticable to buy out Northwest as Pan American has done 
in the case of American Overseas Airlines, where the financial power 
of Pan American with an able assist from Board member Oswald 
Ryan, was able to overturn a majority decision of the Board. North- 
west, a newcomer in the international field, had the prize route, 3,000 
miles shorter to the Orient than Pan American’s central Pacific route. 
This 3.000-mile advantage possessed by a competitor has been and 
is an obstacle to the domination of Orient traflic by Pan American 
in pursuing its “chosen instrument” policy. 

Certification to Anchorage is, and has been, as important to its 
plans for domination of American-flag-line international traffic as the 
purchase of American Overseas Airlines. For if Pan American is 
certified to Anchorage, its next steps are clear. It will buy out Pacific 
Northern Airlines, Reeves Aleutian Airlines, or both. The recom- 
mendation of certification of both Pacific Northern and Pan American 
to Anchorage has been a smoke screen to obscure the real purpose of 
such an award and window-dress it with the extension of an Alaskan 
air carrier to Seattle for the supposed benefit of Alaskan public 
opinion. 

Mr. Bob Reeves, president of Reeves Aleutian Airways, has already 
conducted negotiations with both Pacific Northern Airlines and Pan 
American Airlines. News of one side of these negotiations, those with 
Art Woodley, president of Pacific Northern Airlines, leaked out to 
the press, resulting in a banner headline story in the Anchorage news- 
papers that Pacific Northern and Reeves Aleutian Airways had 
merged. Of course, this news was premature, as Reeves was negotiat 
ing both with Pacific Northern and Pan American, and any deal prior 
to the award in the Alaska Service case would jeopardize the success 
of the whole plan. 

By buying out Reeves Aleutian Airways or a merged combination 
of Pacific Northern and Reeves Aleutian, Pan American would duph 
cate Northwest Airlines to Shemya, near the end of the Aleutian 
chain. . this point the final step of the plan would go into effect, 
with Pan American appealing to the Civil Aeronautics Board that it 
would is an undue burden for Pan American to have to terminate its 
route at the windswept island of Shemya, and that therefore the Board 
shoul d extend Pan American only 1,500 miles farther to the Japanese 
islands so that it could link up wl ith the rest of its world- wide service. 

Yes, and it would afford the Board an opportunity, which are all 
too infrequent these days, to show that it is still in favor of “competi 
tion to the extent necessary” by certificating a competitor for North 
west. Of course, the big obstacle in the way of fufillment of this 
lan is the traflic still held by the nonscheduled air carriers whic] 
es inconsiderately refused to be put out of business and provide the 
necessary traffic to justify another couple of millions mail pay per 
year to new certificated carriers. 

It is significant to note that Pan American quoted freight rates of 
15 cents a pound to Fairbanks about a year before Northwest quoted 
the same r ate to Anchorage. At the time Pan American filed this 15 
cent rate the lowest price of its so-called nonsched competitors to 
Fairban ts was 18 cents a pound. Thus it was the initiative of Pan 
American, together with the Board action to investigate the ade 
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quacy of scheduled airline services to Alaska that precipitated North- 
west’s embarrassing position in the Alaska Service case, which Exam- 
iner Cusick was so careful to point out. Cusick stressed that North 
west had failed to penetri ite the traflic of the nonscheds. ie n Amer 
ican, whose cutthroat competition at Government expen » had ade 
quately penetrated the nonsched trafic, was therefore “tit, w willing. and 
able” for the Anchorage certificate, the examiner found. 

Subsequent to the hearings at Anchorage, however, Northwest 
inaugurated its so-called tourist-class service at the then prevailing 
rate of the nonscheds—a passenger fare of STO. On Febr ‘uary 9, Lote, 
Northwest also met nonsched cargo rates of 15 cents a pound. North 
west was therefore induced, no doubt, by Examiner Cusick’s attitu de 
at the hearing to conduet loss operations and not neces arily t hro ioh 
anv desire of its own. 

Of course, there is no justification for another mail pay carrier to 
Anchorage unless they are able to take over the tr: aflic now being 
transported by the nonscheds. This is the only traflic that Ex 
aminer Cusick can point to to justify even one more certificate, much 
less two. Nonscheds using C47 equipment could not stand com- 
peting with Uncle Sam’s United States Treasury. They folded. Of 
the nonscheds using C-47 equipment, Arnold Airways accepted a 
consent cease and desist order limiting them to eight trips and went 
bankrupt. Likewise, Alaska Airlines, an intra-Alaska line, was lim- 
ited to eight trips upon being sued by Pacific Northern, and its Seattle 
operations are no longer profitable. Mr. Gerald O’Grady, Pacific 
Northern’s Washington atcorney, told me he would have sued Air 
Transport Associates long ago except for a court decision in 
Hawaiian Airlines case which made success doubtful. 

Golden North Airways, which participated with Air Transport 
Associates in a formal offer to the CAB to transport the mails to 
Anchorage and Fairbanks, Alaska, for a dollar a year if the Board 
would discontinue the cutthroat support of below-cost operations, was 
put out of business by the Board last October 15. Emery Nunnally, 
Chief Counsel of the Board, effectively _ vented an appeal to the 
San Francisco Circuit Court of Ap peals | yv successfully stopping 
an injunction against the Board revocation order during the pendency 
of the appeal. Mount McKinley Airways has long since been ordere ad 
out. of business by the Board and Jack Scavenius, its president. so en 
joved the confidence of the residents of his area that he was elected 
to the Territorial legislature. 

Only four nonsched carriers still operate to Alaska out of 28 orig- 
inally, and all four are eight under enforcement action or have had 
their individual applications for exemption denied. Arthur Woodley, 
president of Pacific Northern Airlines, who stands to benefit as soon 
as Air Transport Associates can be put out of the way, has — ured 
at ATA’s enforcement hearings both in Seattle and Washington, 
D.C. At Seattle, two of Mr. Woodley’s employ ‘ees were permitted 
to give damaging testimony which was given great we ioht by Ex 
aminer Warren Baker in spite of the obviously interested source and 
denials of Air Transport Associates. Again Arthur Woodley ap 
peared at the oral hearings before the five members of the Civil Aero 
nautics Board on Air Transport Associates enforcement base, Marc! 
20, with a copy of an ATA newspaper advertisement appealing for 
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public support which the CAB’s prosecution attorney introduced with 
the object of embarassing Air Transort Associates’ case. 

I have only one more statement to make on undue influence in the 
Alaska Service case. I do not vouch for the accuracy of a columnist’s 
article that Iam going to read, but I have heard of no denials from the 
individuals involved. During the period that Examiner William F. 
Cusick was preparing his opinion and findings on the Alaska Service 
case, the columnist reports he and Board Member Oswald Ryan, as 
well as other key members of the Board’s staff who were in a position 
to help Pan American, were accepting undue hospitality from the 
international line. I quote from the article by Drew Pearson pub- 
lished March 29, 1949, in the Washington Post : 

Pan American Airways not only operates airplanes to many corners of the 
world, bur it operates lobbying activities to almost every corner of Washington. 
Free rides, fancy dinner parties, special airplanes at disposal of Senators and 
newspapermen are part of the way Pan American has helped to get lush air 
routes and fat mail subsidies 

The other day, however, Pan Am pulled a new wrinkle. It has half a dozen 
important cases pending before the Civil Aeronautics Board. While waiting 
decisions on these cases, Pan Am staged a junket for some of the top Government 
men who will pass on them. 

In Pan Am’s latest luxury liner, a Boeing stratocruiser, Oswald Ryan, Vice 
Chairman of the CAB, plus four CAB officials, flew to Miami, basked in the sun 
for 8 days, spent little money, ostensibly inspected Pan Am’s Miami base. With 
Ryan went Warner Hord, Chief of the Accounting and Rates Division; William 
Cusick, CAB examiner: Frank Grozier, special adviser on route matters; Wil 
liam Andrews, Chief of the Accident Investigation Dureau; Ed Slattery, CAB’s 
publicity chief 

Queried about details of this “inspection,” the CAB claimed it was “routine.” 
Just why the CAB permits its employees to accept favors from the same corpora 
tions CAB is charged by law to regulate remains a question. 

Outlawing an industry—F our methods of eliminating nonscheduled 
air carriers: Not one but four distinct methods have been employed 
by the Civil Aeronautics Board in efforts to reduce and eliminate non 
scheduled air carriers. The first is the method of increasingly restric- 
tive interpretations of regulation 291 to the point where no non- 
scheduled air carrier dependent upon revenues from air transporta 
tion can survive under them. The second method is to encourage the 
quotation of tariffs below the cost of operations of the scheduled air 
carriers to drive nonscheds from the field by economic means through 
authorizing mail-pay reimbursements to cover the losses sustained 
therefrom. 

With regard to this, I would like to show a chart to document how 
this is done. 

(The chart referred to follows on p. 157.) 

Mr. Hracock. This shows the over-all prices, cost, revenues, profits, 
and losses of scheduled and nonscheduled lines operating to Alaska. 

Here you have the prices. Here is a price of 15 cents per pound for 
freight which up until recently was the rate quoted by both the non- 
scheduled and scheduled lines, Air Transport Associates, Pan Amer- 
ican Airways, and Northwest Airlines. 

Chere was a peak fare quoted by the nonscheduled een of 30 cents 

pound, figuring 200 pounds per week, and free baggage, which is 
the standard used by the Civil Aeronautics Board. 

Tourist fare per pound for Northwest Airlines was 35 cents, where 
as Northwest Airlines’ first-class fare is 50 cents. Against this we 
have costs running somewhat of this nature: The nonscheduled. lines, 


COMPARATIVE EFFICIENCY 





AIRLINES 


IRREGULAR 


OF 


ROLE 





OnvbADY {/008UDL, 10j0{ " 


Soul sry §SPMULION - YAN 


Soulpsty VORNOWY YO"dg - YY¥d OSE! ‘OE eure Buipue sow 2 “ps00G SI4NOUCIEY [41D GEM POTTY BO O1L0P YAN PYO Y¥d 


10 p@ “DU SOyO}D0BBY jrOdsUD. sy - Yi OSE! ‘iE 200 Buipue sow 2) ‘821814058 PUD B~UNOD2IO Vly O1OP Yiy {OP aj1wW UO, eMUBASs WO1, PeyNdwo> 


_ VMN 
Wvd 
VMN Wd VV VMN WVd VAN WMN WIV VWLY 


11d08d 81 


$S01 996 
y5104) 9/ 


Ad 824g | 


Sy 


si 


au 


a Sore 
ee 


SS 
= 
~ 


(Onv-w3S O98) 
ssebuessod 
Q/ 40d 8409 


a 


se 


oe 


(INW-VIS 048) sBuessod 
G/ 40 8404 {81IFO{ 


a 
oe 
in 

obs 
eon 


(9NY-vIS OOK) 
O/ 40d 810{ $80/2 {8414 


Avd VW = 


3NN3IA28 # 
iH9I3u4 
ONY A¥d WUN 380138) Sees UIONISSVd oe 


$3SSO71 8 
SLISOUd ~ S3NN3A3RY SLSO9D S3d0IYd 


(S3XV1 JWOON! WH3034 


(39VHOHONV-3JILLV3S) SIIIW O9GI JO ZONVLSIO VY YO4 GNNOd 3NN3A3Y 43d SLN3D NI G3SS3dxX3 
VASVTV ONIAYSS SYHIINNVD GILVII4ILYID GNV LNIGN3Id3JGNI 4O 


AIN3191d443 AAILVYVdIWOD 





158 ROLE OF IRREGULAR AIRLINES 


20.5 cents; the Pan American, 42.5 cents; and Northwest Airlines, 
47.5 cents. 

Now, here is how profits are made under that disparity of costs. 
The nonscheduled line has 1.18 cents per pound surplus in its revenue 
over its costs and thereby makes its profit without benefit of air-mail 
subsidy. 

Pan American comes along with a cost of 42.5 cents, and ATA’s 
revenues are a little over 45 cents a pound, to make a profit. 

The Civil Aeronautics Board awards enough mail pay at the bottom 
of this column to shove it up to the point where it will make a profit. 
If the costs are high, then there is large mail pay; if the costs are low, 
then low mail pay. 

That is why, in the case of the two scheduled lines here, Pan Ameri- 
can and Northwest, Northwest receives twice as much air mail pay as 
Pan American. 

Here we see Northwest Airlines with 47.5 cents costs, against North- 
west Airlines’ total revenue of 62.5 cents. 

To do this, the amazing amount of subsidy over 2614 cents, was given 
to Northwest to push up its column revenues to the point where it 
makes a very, very substantial profit and is able to pay for those 
Stratocruisers that it bought when the RFC and the CAB approved 
that purchase. 

Now, the results are here. The nonscheduled line makes a reason- 
able profit. The Pan American and Northwest would have made these 
losses, except for their mail pay. Therefore, in order to eliminate this 
competition, there is nothing to prevent Pan American or Northwest 
or any certificated line from quoting ates as low as it can get away 
with to drive the competitors from the business and then jack the rates 
up afterward. 

As I say, one of the means of putting the nonscheds out of 
business has been followed, and we are not naive about it as Mr. 
Rentzel, in the American Aviation daily, said, because these figures 
that we use, taken from the Civil Aeronautics Board, are figures of the 
costs of these scheduled airlines, including their passengers, their 
mail, their express, and their freight. But for a year and a half, 
gentlemen, we have fought over in ‘the House Interstate and F oreign 
Commerce Committee, and other places, to get the Board to break 
down these costs so that we could show proof. For instance, Pan 
American and Northwest Airlines, with these costs, were quoting 15- 
cents-a-pound rates to run us out of business. If we could show that 
their freight operation, for instance, was 30 cents of this, we would 
have proof. We know that that breakdown is necessary and that is one 
of the reasons for the preservation-of-subsidy bill that we have fought 
vigorously, to keep from having it eliminated in committee sessions. 

[ would just like to close with the statement that this is just one 

xample that all DC-3 operators to Alaska were put out of business 
by this method. There was competition that they could not establish. 
The remaining C—46 operators are still battling it out with the certifi 
cated carriers. 

Senator Sparkman. Let me ask you this: How did you get the 
figures from Pan American and Northwest ? 

Mr. Heacock. They are very simple to get. It is published in 
formation based on ton-mile rates. Here is an example of the feeder 
lines | indicating}. 
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Senator SparkMaN. Is this put out through the Civil Aeronautics 
Board ? 

Mr. HeEacock. That is correct. This is not broken down into the 
various services, freight, passenger, and so forth. 

The Board has always had full authority to require this break- 
down and the only case that I know of where they required it was in 
the Alaska Airlines case where Alaska Airlines was doing something 
along the lines that the nonscheds were doing. They were conducting 
heavy nonscheduled operations to Seattle, which was not their route, 
and the Board ordered them to kee ‘p records of their costs separate on 
that route from their inter-Alaska operations, which were supported 
by mail pay. 

American Airlines has been sued for $30 million by Slick Airlines, 
a nonsubsidized freight line, using some > of these similar arguments. 
They point out that American Airlines’ costs are away above the 
freight prices they are quoting, but they do not care because it is hid 
den in their over-all costs and they use the mail pay to put the non- 
subsidized line out of business. 

Senator SparkKMAN. Now, Mr. Heacock, let me interrupt just a 
minute. I am going to have to leave the committee. Senator Duff 
is going to take over. Furthermore, I am not going to be here to- 
morrow. We are going alon 1g with the hearings tomorrow. a hope 
Senator Duff will be here to take care of the hearings tomorrow. 

It may be that it will be necessary to have some other hearings in 
order tocleanup. I shall not be able to be here. I believe. at any time 
this week because I will be out of town Wednesday —s there is a meet- 
ing of the Foreign Relations Committee Thursday. and Friday I go 
out of town agaih. Howe Ver, j hope we will be a, to bri 2 these 
earings to a conclusion this week. 

There is one question I want toask. Ido not care for you to answer 
it now, but at sometime before these hearings close, I want something 
to be put in the record regarding this—it was something touched upor 
in the statement, I believe. made by Mr. Rentzel, and it is somethins 
that has been going through my mind. 

I do not mind saying that I have a great deal of sympathy with the 
problem that the nonscheduled ¢ ar riers have posed and yet Iam eager 
that nothing be done that would prevent an orderly development of 
a good, scheduled carrier service. 


I would like to see some plan developed whereby all of it could 
prosper together. I agree with much that you have said in this 
paper as to the essentiality of all of the airlift that we can get, b 


il 

for our civilian needs and for our defense needs 
This is the point that I want you to answer—not now, because I have 
to leave, but if you will answer it for the record later, I will appre 


ciate it, 

Why would it not be possible for an arrangement to be worked ont 
omewhat along the line of the present re tions, without necessarily 
using the same regularity or the same frequency of flights. so as to vet 
away from this objection that seems to loom large and that is of 
duplication of service between the same points c 

In other words, repeatedly the point has been made here that the 
nonscheduled carriers have become virtually regular carriers operat- 
ing between regular points without certification. 
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I can easily see the point you make that three flights a month be- 
tween two points would not be sufficient to allow a line to remain in 
business profitably. However, why would it not be possible for a line, 
operating from a certain central point, we will say, to make flights to 
several different points? 

1 understood in the beginning that that was not possible because of 
your absence of maintenance operations at those various points. How- 
ever, in the course of the testimony it has been brought up that there 
are contract maintenance operations at nearly all of these centers that 
you could use. 

Why would it not be possible to work out an arrangement something 
along that line? Do you see what I am aiming at? 

Mr. Heacock. Yes, sir. | 

Senator SparKMAN, Will you discuss that this morning, or, if not, 
give us a statement that may be included in the record ¢ 

I remember Mr. Rentzel used a figure of 66 flights a month that if 
would be possible for a line to make. If you will discuss that, if you 
have not already done so, I shall appreciate it. 

Mr. Hracocx. Yes, sir. I have some material touching upon that, 
further on in my presentation, but we would like to make a separate 
statement on it. 

Senator SparKMAN. I will read your full statement myself. 

I regret that I must leave at this time. I turn the meeting over to 
Senator Duff. 

Senator Durr. You may proceed. 

Mr. Hracock. Getting back to the methods of elimination of non- 
scheduled air carriers: ; 

The third method is to conduct enforcement proceedings under reg- 
ulation 291 to secure cease-and-desist orders and orders to revoke the 
letters of registration of these carriers. The fourth method is accom- 
plished by means of denials of individual exemption application, after 
the blanket exemption was terminated. 

After James Landis was pressured out of the Civil Aeronautics 
Board through scheduled airline dissatisfaction with his liberal pro- 
gram toward expansion of routes, competition, and nonscheduled air 
carriers, the first method got under way with the order requiring 
nonscheduled air carriers to apply for a letter of registration. The 
issuance of a letter of registration was required for control over new 
applicants and to give an operating license so that there would be 
something physical, some tangible authority that could be withdrawn 
by enforcement actions. This appeared in the middle of 1948. The 
next step, in December 1948, was the issuance of the calendar chart 
amendment No. 1 to regulation 291, which restricted the interpretation 
of frequency and regularity from a somewhat broad and ambiguous 
generalization to a narrower definition which could be hemmed-in by 
the calendar charts. Also during December 1948, a draft release on 
the proposed termination of blanket exemptions was issued, the neces- 
sary preliminary to method No. 3 mentioned. 

On March 2, 1951, the present inquiry was precipitated by the issu- 
ance of amendment No. 2 to regulation 291 which would confine the 
interpretation of frequency and regularity to the numerical limits of 
three trips between any two of the points in any 4-week period. The 
third method, as mentioned, was proposed in December 1948, and the 
termination of the blanket exemption was made effective May 20, 194), 
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with 30 days until June 21, 1949, allowed the nonscheduled carriers 
to apply for an individual exemption. 

In the oral hearing on February 15 and 16, 1949, the industry was 
unanimous in opposition to this move. About the same time 16 Sena- 
tors signed a petition requesting a stay of this order in the interest of 
justice to the nonscheds. Chairman O’Connell overruled these protests 
and reasserted the policy of the Board in executive session before the 
Senate Interstate and Foreign Commerce Committee. 

At the oral hearings on Febr uary 15 and 16, a member of the Board 
assured the carriers th: it the Board’s purpose was to allow considera- 
tion of the question of the public interest as it related to the carriers 
as individuals, so that attention could be given to the special situation 
involved in the case of each carrier. However, all exemptions were 
granted on the blanket basis of three trips and eight trips and all 
denials were based upon the same general findings of route operations 
in the past, almost identically worded. and the conditions were not 
varied because of the individual requirements of the carrier. Thus, 
the change from blanket exemptions to individual exemptions was a 
sham and a fraud designed solely for the purpose of e ‘liminating the 
carriers’ constitutional right to due process of law in destroying the 
property rights represented by the license known as a letter of regis- 
tration. By this stratagem, the burden of proof was transferred from 
the prosecutor to the defendant in violation of basic conce pts of Anglo- 
Saxon law and fair procedure. Instead of the Board having to show 
that each carrier was a violator under the law, each carrier was forced 
to bear the burden of proof as to its fitness, willingness, and ability 
for an exemption. By this legal device letters of registration could 
be and were denied without hearings, subject only to appeals fon 
reconsideration. 

The Board’s frequent statements that it does not intend to put 


us out of business have the ring of insincerity. Board member Chan 
Gurney stated last W ednesday . 

I would say that the Board did, in passing this regulatory measure for 
the irregular carriers, give them a chance to really have a stable business. It 
gave them enough planes where they could fly so that they could keep their 


planes busy and their personnel busy under efficient management—I think that 
the field is wide open and that they can tly every day of the month under proper, 
efficient,.and aggressive Manavement. 


Also from Mr. Rentzel: 

This means that between these large sezinent points any single carrier would be 

able to operate as many as 66 one-way flights during the course of the 
mont *.*. %. 
Without going into the operational reasons why it is impossible to 
secure traffic, comp ly with CAA crew change on other safety regula 
tions, and provide proper maintenance, as well as avoid C AB] prosecu- 
tion for so- calle dd pooling ot { rattic among carriers, it shot ild be a tous 
to these men who presumably oo ave a minimum knowledge of the opera- 
tional problems involved. i was not already obvious, it was cer- 
tainly made clear by the John : Belding and other witnesses at the 
gg A etarmecnth >and 3 hearing. 

If is not obvious to the Board, it is certainly obvious to the 
shaded airline press. Allow me to quote from American Aviation, 
March 19, 1951, issue, pages 41 and 42, Defense Role for Nonscheds 
Under New CAB Policy by William V. Henzey: 

The Board has been disposing of these (exemption) applications on an 
average of seven a month since the machinery for handling them was set up 
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in May 1950. Of this seven, one is usually approved, three are denied finally 
and the lines put out of business, and three are denied tentatively with operat- 
ing right remaining intact usually until after public hearings are held, 

At this rate, the nonsched industry, as such, would survive at least through 
1952. 

But with the new regulation in effect, the future of the majority of these 
lines depends almost solely on the duration of the present national emergency. 
If it extends beyond 6 months, it is almost certain that CAB will extend the 
blanket exemption for military charters for as long as necessary. 

On the other hand, if it should expire in 6 months or less then most of the 
nonscheds would have to fold because, being dependent on revenues from air 
transportation, they could not economically hope to survive under the tighter 
restrictions being imposed by the Board * * *. 

Thus, the period of severe competitive nonsched pressure on the scheduled 
carriers appears to be at an end. 


From the February 1, 1950, issue of American Aviation, page 24, 
article entitled “CAB Crack-Down Brings End Nearer for Non- 
scheds”: 


Sample quotes from the art icle are— 


“The present type (of enforcement proceedings since adoption of Regulation 
291), however, has as its ultimate aim revocation of the letter of registration 
which the nonsched needs to continue operations as an air carrier.” “The 
soard has embarked on a highly effective campaign which, in light of the car- 
riers involved, will wipe out all but a skeleton number, without even opening 
an exemption docket.” “The size of the carriers involved and the increased 
frequency with which CAB is instituting these proceedings give strong support 
to the theory that the heart will be taken out of the nonscheduled industry via 
the enforcement method.” “A blanket-denial of the exemption applications was 
anticipated by many (of the nonscheds).” 

“The regulation went into effect, however, but the immediate wiping out of 
the large irregulars did not take place as expected.” “Nevertheless, after 7 
months, the real effect of Regulation 292.1 (now numbered Regulation 291) is 
becoming apparent. More and more, the carriers violate its terms and give 
cause for CAB action.” “Transcontinental operations of American Airlines and 
TWA with high density equipment is only the start of a campaign which openly 
has as one of its purposes, diversion of low-fare traffic from the nonscheds.” “In 
general, the noose is being drawn tighter and only those which can refrain from 
violating stand much chance of making an issue of exemption applications.” 


? 


That the scheduled airline monopoly is back of the four methods of 
putting nonscheduled air carriers out of business is hardly open to 
question in industry circles. Besides the above quoted views which 
are fairly representative of the scheduled airline monopoly, the action 
of the international cartel which met at San Francisco last October 
li clic ites the big business inspiration behind Board moves, The car- 
tel known as the International Air ‘Transport Association is so arro- 
gant in its power that it openly avows its intentions of putting the 
world’s nonsubsidized lines out of business, using such nationa! regu- 
latory agencies as the CAB as tools subject to their wills: 


[From the New York Times, Thursday, October 19, 1950] 
Curses ARE PUSHED ON AIR “NONSCHEDS” 


INTERNATIONAL TRANSPORT GROUP URGES TIGHTER REGULATIONS-——TO IMPROVE OWN 
SERVICES 


(By Frederick Graham) 


San Francrsco, October 18.—The concerted effort of the International Air 
Transport Association to “crack down” on the nonscheduled or irregular airlines 
of the world was moved a step further today in closed sessions of the group. 

The move against the nonscheds, keynoted at the opening of the 5-day ses- 
sion Monday by Warren Lee Pierson, chairman of the board of Trans World 
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Airlines, and president of the association, is one of the few subjects now before 
the international group on which there is no difference of opinion. 

The campaign to force the nonscheds out of the air-transport picture is 
a two-pronged affair. On the one hand the members of the international group 
will ask the regulatory bodies in their various nations to tighten up the rules 
under which the irregular carriers now operate and on the other the scheduled 
airlines will make their servjces so attractive to the air traveler that the non- 
scheds cannot hope to compete. * * * 

Members of association cannot, of course, ask the air regulatory bodies of their 
countries to regulate nonscheds out of business, but they can insist in some 
Ways that the rules for them be brought into something like a pattern that will 
freeze them and permit the “skimming of cream” anywhere at any time. Such 
nioves are already being contemplated. 


As Mr. Delos Rentzel was in charge of air-carrier mobilization as 
well as pledged under the Civil Aeronautics Act of 1938 to support 
the national defense, I hoped that a policy change could be secured 
n view of the present critical national emergency and airline deficit. 
On behalf of the association. I therefore wrote the Board Chairman 
the following appeal on January 29, 1951: 


mes 


DEAR Mr. RENTZEL: A glance at the enclosed survey will indicate that the 
nonscheduled airlines performing the overwhelming proportion of domestic non- 
scheduled transportation are in imminent and immediate danger of having their 
letters of registration revoked by enforcement action of their individual exemp- 
tion applications denied upon appeal. 

While we are aware that your program for 1951 encompasses a study for final 
determination of the place for nonscheduled air carriers in our economy, may I 
respectfully call to your attention that such a study can only be a post mortem 
if enforcement and exemption proceedings are not suspended, pending the study. 
Golden North ceased operations under Board orders in October. Arrow Air- 
ways is ordered to cease operations February 15. Modern Air Transport, Amer- 
ican Air Transport, and Miami Airlines are facing Board decisions on appeals 
of exemption denials. The rest of the industry is also facing either destruction 
or extreme limitations. 

These actions are indicative to the industry of present Board policy and act 
to prevent investment in additional equipment, maintenance, facilities, and op- 
erating personnel necessary to national security and the war effort. The 
morale of the large proportion of military reserve personnel in the industry 
who are now subject to a call to active duty, is suffering from the growing 
conviction that their civilian jobs they once hoped to return to are being de- 
stroyed. Indeed, the ominous silence concerning domestic nonscheduled carriers 
n the report of the NSRB task force on Air Carrier Expansion and Mobilization, 
‘einforees this conviction 

I am considering calling a national convention to implement the expansion 
ind mobilization of our nonscheduled industry. However, such a body may be 
necapable of accomplishing any constructive purposes with the threat of elimi- 
nation hanging over its carriers. It is believed that you have the authority, 
especially under a declared state of national emergency, to suspend “frequency 
ind regularity’ enforcement in the interest of national defense. I appreciate 
that the Board has many pressing problems at present. However, this one 
involves the life or death of an industry declared by military authorities to be 
necessary to the national defense, 

I, therefore, urgently request suspension of enforcement proceedings and 
exemption proceedings pending formal policy determinations by the Civil Aero- 
nauties Board. 

Very truly yours, 
Amos E. Heracock, President. 

Mr. Rentzel’s answer acknowledged receipt of the letter and referred 
to a forthcoming determination of policy which was released March 
2, 1951, together with the three-trip regulation. The answer was an 
outright denial of the request expressed in the following words: 


The present program for disposing of the application for individual exemp- 
tions will therefore be pushed as rapidly as possible. Applications of carriers 
that have in the past, despite official warning, engaged primarily in route-type 
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services will be denied * * * we believe that the program of strict enforce- 
ment which we intend to intensify, will tend to promote the kind of air trans- 
portation most needed at the present time. Certain individual carriers will 
be eliminated, but we believe that the policy we have outlined will simply tend 
to direct their personnel and their aircraft into channels more in conformity 
with the general public interest. 

Thus, the question of whether the members of this association could 
or could not live under the three-trip regulation or had or did not 
have a military exemption was largely academic, for we would be out 
of business anyway. This is indicated by appendix A. 

(Appendix A referred to is as follows) : 


APPENDIX A.—-1950 operations statistics, United States nonscheduled airlines 
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Relative economic significance of CAB approved and disapproved carriers 


Total passenger 


Approved carriers’ operations 





Disapproved carriers’ operations SY. es 
No action yet g 58 
Total ( RR OH4 ). Of 

A verage gross revenue per gross ton-mile, 38.18 cents. 


Appendix A lists all the United States nonscheduled air carriers 
together with the statistical record of the revenue passengers, revenue 
passenger-miles, cargo tons, cargo ton-miles, gross ton-miles, and 
gross revenues of the carriers. 

We have on this chart all nonscheduled carriers of the United States 
listed. You will see that we have the amount of business that they 
did, both the gross revenue and the gross ton-miles, which includes 
both their passengers and their cargo in ton-miles. 

This is very, very significant. If you will look at page 3 of this 
presentation you will find that, oe it with the column on 
the right which says “CAB approved or disapproved,” which indi- 

cates whether the carrier involved has oa ‘n disapproved by denial of 
exemption application or by enforcement action of some kind, charg- 
ing it with route operations. That leaves us with the recap down 
at the bottom, “Relative economic significance of CAB disapproved 
or approved carriers.” The approved operations are only 1.542.016 
passenge r and cargo ton- miles, or only 1 wo percent of the total trans- 
portation performed by irregular carriers. 

On the other hand, the carriers that have been disap ae and 
which may expect revocation, finally, of their letters of registration, 
constitute 92,996,086 ton-miles, or 89.92 percent of the onal. 

The ones where no action has been taken to present constitute only 
8.5 percent of the total. 

You will note also down at the bottom that the average gross revenue 
per gross ton-mile is 38.18 cents which is, of course, much lower than 
the scheduled lines. 

In addition, the right-hand column indicates whether or not the 
carrier has been approved or ee by the CAB either by en- 
forcement action directed at its route-type service, by denial of its 
individual exe mption app ie ‘ation because of route-type service, or by 
other indication. This gives a clear picture of what would happen to 
our nonscheduled air transportation industry if the Board eliminates 
carriers who have provided route-type service, as they have declared 
it is their policy to do. 

Of a total passenger and cargo ton-miles of 103,388,364 transported 
by United States nonscheduled air carriers during 1950, 92,969,086 ton- 
miles or 89.92 percent were transported by disapproved carriers. Ap- 
calgon carriers, most of which were not dependent upon revenues from 

* transportation, transported 1,542,016 ton-miles or only 1.50 per- 
al of the ton-miles transported by all nonscheduled carriers. The 

‘arriers that the CAB had taken no action on as of a few days ago 
receananied 8,877,262 ton-miles or 8.58 percent of the otal. If these 
remaining carriers’ applications are disposed of at the same ratio as 
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the 91.5 percent of the carriers already acted upon, then the country 
will end up with only 2.5 percent of the airlift potential among non- 
scheduled air carriers that it had before the Board’s campaign of 
elimination. 

Since the Board’s statement of policy makes it clear that the elimina- 
tion will “simply tend to direct their personnel and aircraft into chan- 
nels more in conformity with the public interest” and since the re- 
maining 2.5 percent of the nonscheduled air carrier capacity could not 
absorb this personnel and equipment without such approved operators 
becomming route operators themselves, it is quite apparent that the 
Board means that they would be taken over by the scheduled air car- 
riers. It is hard to believe that the Board is not aware of the destruc- 
tive effect upon the industry when the scheduled air carrier press makes 
no bones about the fact that the Board’s policies will put their alleged 
competitors out of business. While we are on appendix A, let me also 
call attention to the total gross revenue of nonscheduled air carriers 
during 1950. It is $39,473.711.28. Yes, almost $40,000,000 worth of 
air transportation revenues and airlift to be wiped out, yet only 25 
percent ¢ f 9.6 percent of the total United States traflic is traflie di- 
verted from the scheduled airlines. This is replaced a hundred times 
over with new traflic introduced to scheduled airlines by the non- 
scheds. by connecting traffic, and by pione e ring and stimulation effect 
on scheduled aireoach. Apparently, however, the monopoly fostered 
by the Board cannot stand even this minimum of competition. 

Mr. Rentzel has made much of the fact that the nonscheduled air 
a have failed to present them with a regulation which would 
enable them to work something out which would be satisfactory to the 
carriers. This is like Mr. Rentzel ial us to select a method for our 
execution that is satisfactory tous. I quote our recent exchange of 
correspondence on this subject : 


Aprit 9, 1951. 
Mr. Detos W. RENTZE! 
Chairman, Civil Acronautics Board, Washington, D. C. 

Drar Mr. ReENTzZEL: In your respresentation last Friday before the Senate In 
terstate and Foreign Commerce Committee you observed that we had not to date 
presented to the Board any suggested regulation for operating authority and that 
therefore We could be presumed to be demanding a license for unlimited 
operations, 

The reason for failure to suggest a regulation is that there is little hope for 
approaching agreement as long as the yee supports the following two funda- 
mental concepts of policy which are incompatible with our continued existence: 

1. That the carriers will not be permitied to engage in “‘route-type services.” 

2. That “applications of carriers that have in the past, in spite of official 
warning, engaged in primarily route-type services will be denied.” 

It should be understandable that we cannot submit proposals for regulations 
that contemplate either the elimination of route-type operations in the future 
or which contemplate the elimination of carriers that have conducted route 
type activities ip the past. 

On the other hand, we agree with the Board that our services should be sup 
plementary to that of the scheduled air carriers, and, conversely, should not 
duplicate the basic services of the scheduled air carriers. Within the exemption 
authority and certification authority of the Board under the Civil Aeronauties 
Act, we believe a regulation can be drafted which will limit our services to that 
of a supplementary character. We shall be happy to draft and submit proposals 
for regulation if the Board indicates a desire to consider regulation on any 
basis other than that of prohibition of route-type services. 

Very truly yours, 
Amos E. Heacock, President. 
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CIVIL AERONAUTICS BOARD 
Washington 25, April 17, 1951. 
Mr. Amos E, HEAcock, 
President, Aircoach Transport Association, Inc., 
Washington 5, D. C. 

Deak Mr. Heacock: This will acknowledge receipt of your letter of April 9, 
1951, concerning the regulation of irregular air carriers, 

You are correct in your statement that at the present time two fundamental 
concepts of the Board’s policy with respect to irregular air carriers are that 
such carriers will not be permitted to engage “in route-type services,” and that 
“applications of carriers that have in the past, in spite of official warning, 
engaged in primarily route-type services will be denied.’ On the basis of the 
facts now available to the Board, I believe that those concepts are sound. How 
ever, the Board is today, as it has in the past, endeavoring to find a satisfactory 
solution to the problem of establishing a system of certificated and irregular 


operations that will most fully achieve the Porilcldes of the Civil Aeronantics A 


This being so, the Board is exceedingly interested in receiving any sugeg 
that max be made by certificated or irregular ¢: ers or by members of the 
public hit id il olving this admittedly difficu proble bb 1 
\ uld } | py recel\ ll Propos Ot reat | 
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confidence and good will. 


Had the Board been trulv concerned for our welfare, it would hav 
ordered an ecol yy rivesti@ation ot hol scheduled alr carriers, an 
investigation the 1 cessityv Tor which is imphed by t16 (a) of the a 
In 416 (a) Congress ordered the procedure that the Board ould 
adhere to In recognizing and regulating new Classifications or groups 


of alr Carriers, | he 
two steps: 
Step | 


Board ls required bv 116 (2a) to proc ct with 


The authority may from time to time establish such just and reasonable clas 
sifications or groups of air carriers for the purposes of this title as the services 
performed by such air carriers shall require; 

Of course this implies that a study must be undertaken to dete 
“the nature of the services performed.” Iailure to do so in 19 
1947 was the Board's original error. Putting the transport-type 
carriers into the saline classification as the fixed base S ngle engine 
Operators of 1938 violates step | of 416 (a). 

Ste 


a 

p 2: 

and such just and reasonable rules and regulations, pursuant to and consistent 
with the provisions of this title, to be observed by each such classification or 
group as the Authority finds necessary in the public interest. 
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Of course, it is impossible to intelligently adopt “just and reason- 
able rules” without complying with step 1. For this reason, the three- 
trip regulation failed of being just and reasonable and the present 
enforcement actions and denials of individual exemptions are illegal 
procedures not countenanced by the Civil Aeronautics Act. 

While the Board had time and facilities for a prejudiced type of 
nonscheduled air-carrier investigation, an investigation the purpose 
of which was stated to be to secure evidence for prosecution, the Board 
has never had the fairness to call for a nonprejudiced economic in- 
vestigation of nonscheduled air carriers for the purpose of deter- 
mining what would be their “just and reasonable classification or 
group” and what “just and reasonable rules and regulations” should 
be observed by this group. Iam sure that if this had been done, just 
and reasonable restrictions could have been placed upon the non- 
scheduled air carriers which would always confine them to a supple- 
mentary service to that of the scheduled air carriers, and still would 
not have eliminated route operations nor put the carriers out of 
business. 


THE ROLE OF NONSCHEDULED AIR CARRIERS IN DEFENSE 


For 2 years the nonscheduled air carriers have been seeking a defense 
role. I believe that it was early in 1949 that I contacted General 
Hardin, under whom I had served in the Pacific Division of the Air 
Transport Command. He was at that time in charge of organizing 
a Reserve air-transport crew-training program. General Hardin told 
me he was planning reserve units based around scheduled and non- 
scheduled air-carrier bases. He believed that this was the most efficient 
method for training the largest number of crew members at least cost 
to the Government and with least inconvenience to the Reserve per- 
sonnel involved. He told me that funds had been supplied for the 
program but a reversal of policy occurred. He intimated that the chief 
opponents of the program were the scheduled airlines who at that 
time were fearful that the program would give the military too much 
control over their crews and equipment. The scheduled carriers knew 
that the Military Air Transport Service at that time disapproved of 
the cost-plus contracts with air carriers in World War II. They 
believed that to have their pilots and other crew members join the 
active Reserves might jeopardize their opportunity for contracts in 
the next national emergency in favor of integration into MATS. 

After the failure of General Hardin’s program I tried to convince 
the Military Air Transport Service of the desirability of organizing 
a reserve in the nonscheduled air-carrier industry. After two con- 
ferences at Andrews Field with no interest shown by the military, 
I gave up. In my conferences with Colonel Enter and others I was 
told that policy in this matter was out of their h: — and was handled 
either by the Air Coordinating Committee or the National Security 
Resources Board. Nobody seemed to know for sure which. Anyway, 
MATS, they said, was committed, as far as flight training was con- 
cerned, only to an extremely limited MATS program using MATS 
equipment and within MATS special units. 

No one at the National Security Resources Board showed more than 
a mild interest and, although I was assured we would be called met if 
a nonscheduled mobilization plan were considered, I did not hear from 
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them again, although the Korean emergency had me: anwhile inter- 
vened. Although MATS at one time had set up a program for st: — 
by contracts for nonscheduled carriers which could be activated by 
telegrams in event of an emergency, as far as I can learn, the lam 
gram just disintegrated and we never heard of it after the first pro- 
posed contract was distributed to the air carriers. Therefore, we had 
no mobilized civil reserve at the time of the Korean emergence V. W hile 
engaged in conferences with MATS I was made aware of the huge 
airlift deficiency. Their estimates were that we needed four to five 
times the airlift capacity that we have. 

On the day the Korean War broke out, the Aireraft Transport 
Association was having its first national organizational meeting in 
New York City. The militi ry seemed to be severely jolted by the 
impact of Korea on their planning. They learned that the first 30 
days Was the time of the iost eritical need. Plans for build up ot 
air-carrier strength by conversion of passenger carriers would not 
answer the need of such sudden emergencies. Although C. R. Smith 
had promised that plenty of aircraft were available on the scheduled 
airlines, the emergency, besides exposing the deficit in immediately 
available aircraft, also emphasized the fact that expanded civil air 
requirements had absorbed a lot of the airlift they were counting upon. 
In addition, a MATS survey discovered that 90 percent of the sched- 
uled airlines’ equipment could not be used by the military until time- 
consuming modifications were made. The great contribution of the 
NSRB Douglas report was to recommend that the Government pay 
through the nose for these modifications, not only for the original 
cost but also transportation charges for each pound of additional 
weight occasioned by the modifications. Believe it or not, but esti- 
mates for these transportation charges alone exceeded $100,000,000, 
Yet the latter part of the report was spent denouncing the $100,000,000 

Air Merchant Marine bill proposal for designing, building, and leas- 
ing tre ansports constructed to military specifications as impractical 
and visionary. 

Military authorities on the other hand had nothing but the highe st 
pre aise for the speed and efliciene \ with which ‘er rat helgoe h 
riers, especially the international nonscheduled air carriers. met the 
sudden-need. 

Long before the Korean crisis I had taken steps toward securing 
representation for an organization of nonscheduled air carriers on 
military installations for the purpose of developing traflic. About a 
year ago the Munitions Board directed that when a reputable national 
organization of nonscheduled air carriers was established that it 
should be afforded representation on military installations equal to 
that of the scheduled air earriers, the railroads, and the bus associa- 
tions. 

More recently, the Military Traflic Service has been advising the 
Department of Defense on transportation policies. Carrying out the 

earlier directive of vo Munitions Board, the Military Traffic Service 
requested from the Civil Aeronautics Board a blanket exemption to 
permit nonscheduled air carriers to more adequately serve the Depart- 
ment of Defense. The Civil Aeronautics Board has practically taken 
full credit for giving the nonscheduled air carriers the defense busi- 
ness. However, the facts of the matter are that they complied only 
with the minimum demands of the Department of Defense to get out 
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of the way of the military—and took quite some time about it at that. 
Prior to the military demand for a blanket exemption, the Civil 
Aeronautics Board forced carriers to go through the CAB paper mill 
for each military contract. The milit: ary hs ad to certify to the need 
for the carriers’ services before the CAB would grant such exemption. 

In granting the blanket exemption, the CAB included a lot of 
jokers which were quickly pointed out by the nonscheds. First of 
all, the Department of Defense naturally expected the economical air 
transportation that the carriers provide d their civilian customers. In 
spite of the fact that military traffic is highly directional, civilian 
backhauls of only three trips per 4 weeks between major traflic centers 
would be permitted. 

Although ostensibly the Board granted carriers the right to com- 
bine their services to serve furlough traflic from military bases, as a 
practical matter this could not be done. For, if even one civilian 
passenger was aboard an aircraft transporting military personnel 
on furlough, the trip would be counted against the 3-trip or 8-trip 
limitation. As no military installation in the United States has 
enough furloughed personnel to constitute a planeload going from 
one place to another place at the same time, it would be impossible to 
build such loads except during Christmas or other special seasons. At 
other times it is necessary to build furlough personnel from several 
camps together with civilian passengers into loads operated along 
traveled routes between the traffic centers of the United States. Of 
course, this is still prohibited. 

Thus, in serving the military, the carriers would be limited to 
round-trip charters. This would make nonscheduled service fully as 
inefficient as chartered scheduled service in that it would not permit 
the nonscheds to use their traflic procurement facilities to build high- 
load factors and cut the cost to the Government. With nonscheds’ 
costs raised to those of scheduled carriers, it is to be assumed that the 
military would prefer scheduled carriers if no price advantage were 
ufforded. 

The Military Traflic Service under Mr. Plowman, Mr. Vore, and 
Colonel Viney have been sympathetic to the nonscheds and have 
helped them work out their problems with the Board. In addition, 
s\ mpathe tic assistance from MTS has enabled the two national trade 
associations, Aircoach Transport Association and Independent Mili- 
tary Air Transport Association, to compose minor differences on 
procedure and provide for a joint control board allocating traffic for 
all United States nonscheduled airlines, both domestic and interna- 
tional. ACTA membership primarily composed the domestic non- 
scheds, whereas [MATA was composed primarily of the international 
<r ‘heds. 

‘he Aircoach Transport Association Plan for Expansion and Mo- 
bilization of the Nonscheduled Air Transportation Industry, appendix 
B, outlines six steps to implement the proposed expansion and 
mobilization. These steps are listed in the table of contents as— 

I. Industry representation on military installations. 

II. Allocation of domestic military travel to the industry. 

III. Contracts for domestic transportation of personnel and cargo and for 
training of Reserves for transport and assault operations. 

IV. Lease of available military C—46 transports to nonscheduled operators. 

V. Assignment of new military assault transports to the industry. 

VI. Mobilization of the industry into integral units of the Military Air Trans- 
port Service. 
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| MILITARY TRAFFIC SERVICE 


ATRCOACH TRANSPORT ASSOCIATION PLAN FOR EXPANSION AND MOBILIZATION OF 
THE NONSCHEDULED AIR TRANSPORTATION INDUSTRY 


INTRODUCTION 


About a year ago the Munitions Board ruled that traflic-procurement repre- 
sentation for nonscheduled airlines on military installations would be afforded 
exclusively to a national trade association of nonscheduled air carriers when- 
ever such a “reputable national organization” was established. In a letter from 
the Aireoach Transport Association, dated November 21, 1950, addressed to 
Gen. Hoyt S. Vandenberg, Chief of Staff of the United States Air Force, ACTA 
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requested recognition as the organization representing the domestic nonscheduled 
air-carrier industry. This formalized a request made verbally in conversations 
With Defense Department officials representing the Army and the Air Force. 

The letter was referred to the Military Traffic Service in the office of the 
Secretary of Defense for study. The MTS advised ACTA January 16, 1951, that 
“very serious consideration” was being given to the “important policy matter” 
and that the proposal is “under active consideration by the Department of De- 
fense which is receiving the cooperation of the Civil Aeronautics Board in analyz- 
ing the problem.” It is understood that the Military Traffic Service will be a 
clearinghouse for movement of military traffic, both personnel and cargo, for all 
services. Ina letter of December 13, 1950, to the Military Traffic Service, ACTA 
went into further details as to how the Department of Defense would benefit 
from organized industry representation. On January 2, 1951, ACTA provided 
information and arguments to support the affirmative of a survey conducted by 
the Transportation School at Fort Eustis, Va., “Should Nonscheduled Air Com- 
panies in the United States Be Financially Encouraged by the Allocation of a 
Predominance of Domestic Military Travel by Air?’ All of the above contacts 
with the Defense Department approached the basic question “How can non- 
scheduled air carriers best serve the Department of Defense in time of national 
emergency ?” 

As a result of the formal declaration of a state of national emergency by the 
President proclaimed since these contacts with the Defense Department were 
initiated, and because a report has been rendered by the National Security Re- 
sources Board on the subject of air-carrier expansion and mobilization, it is 
felt it is timely to present the mobilization plan of the Aircoach Transport Asso- 
ciation in full. The Aircoach Transport Association requested but failed to 
receive representation on the NSRB in order to present its views. 

The Aircoach Transport Association agrees with the military that full-scale 
mobilization of air-transportation resources cannot be any more satisfactory 
under civilian business-as-usual control in the present national emergency than 
it was in the last war. ACTA agrees that ever-closer control of this mobiliza- 
tion under the Department of Defense must be achieved to meet military needs. 
Furthermore, ACTA recognizes that at some future date the national emergency 
may be so acute as to require the full and complete integration of all air trans- 
portation serving the military into the Military Air Transport Service and the 
Tactieal Air Command. 

While the ACTA does not presume to speak for the scheduled airline industry, 
nevertheless, it is felt the national interest could be served by pointing out an 
almost natural division of air-transportation services that each can provide the 
Nation. This division is basically, though not entirely, that of strategie air 
transport and tactical air transport. 

To explain this division further, let us point out that the services of scheduled 
lines can best be in the field of strategie air transport. The Military Air Trans- 
port Service plans on using the available four-engine equipment of the scheduled 
nirlines for strategic transocean airlifts. The available twin-engine aircraft of 
the scheduled lines will necessarily be devoted principally to essential civil air- 
transport requirements. Few of the scheduled airlines’ transports are suitable 
for such ultimate tactical requirements as assault transport work. 

On the other hand, the equipment of the nonscheduled airlines, as shown in 
the appendix, aside from C—54 aircraft, which may also be assigned to strategic 
transocean transport, are largely C-46 and C—47 aircraft, which, in the absence 
of more modern equipment, is the best we have available as the nucleus for a 
tactical air-transport reserve for the military. 

May we point out in a spirit of friendly forethought, that failure to organize 
reserves of tactical, including assault, air transport may encourage criticism 
similar to that of charges made that the Air Force did not have sufficient tactical 
fighter aircraft and trained personnel to support ground troops in Korea. No 
one has so much as suggested that the Air Force’s strategic fighting power was 
inadequate, but a great many did assert that improvement could be made in 
direct or tactical service to the ground troops. If in the future surrounded 
units and their equipment cannot be evacuated from potential airheads through 
lack of assault transports and crews, criticism may again be voiced. The well- 
laid plans of the Military Air Transport Service may in the future, as in past 
airlifts, attract bouquets because of superior organization of effective strategic 
overocean transportation. Nevertheless, if tactical, including assault aircraft, 
such as those employed by and to be employed by the Tactical Air Command or 
Troop Carrier Command, prove to be insufficient to meet all emergencies, there 
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may be criticism. In other words, we respectfully direct military attention to 
the outstanding fact that the nonscheduled airlines are the logical and natural 
nucleii for the organization, expansion and mobilization of tactical airlift re- 
serves. It is the purpose of this presentation to plan such military employment 
for the nonscheduled air carrier industry. 


I. INDUSTRY REPRESENTATION ON MILITARY INSTALLATIONS 


The first step in preparing for military control of the expansion and mobiliza 
tion of nonscheduled air carriers is approval of ACTA representation on mili 
tary installations. In this manner control and discipline are achieved. The 
Department of Defense can deal with the Aircoach Transport Association and 
make its instructions effective upon all domestic nonscheduled carriers through 
the organization Individual carriers can maintain liaison with the Depart 
ment of Defense through ACTA. The ACTA articles of incorporation and its 
bylaws are democratic and fair to all members of the industry, large or small 
Military instructions to carriers would be enforced by ACTA with approval of 
the Department of Defense. 

Contracts and access to military traffic would be available only to those car 
riers who comply with the regulations laid down by the military. Thus, for 
example, no military traffic would be allocated through ACTA representatives 
on military installations except to carriers who had complied with all military 
instructions. Representation on military installations would first develop leave 
and furlough traffic and other traffic paid for by military personnel for them- 
selves and their dependents. However, such representation on military instal 
lations would pave the way for the second step which is the allocation of a 
preponderance of official domestic military travel to nonscheduled air carriers. 


Il, ALLOCATION OF DOMESTIC MILITARY TRAVEL TO THE INDUSTRY 


In answer to a survey by the Assistant Commandant of the Transportation 
School at Fort Eustis, Va., on the question “Should nonscheduled airline com- 
panies in the United States he financially encouraged by the allocation of a 
predominance of domestic military travel by air?’ it was shown that the military 
would have several advantages. They would have an air transportation system 
controlled and disciplined to meet their needs. Aircraft would be assigned to 
inaking all-passenger movements or combination passenger-cargo movements. 
The cargo movements, which are primarily west-bound because of the Korean 
emergency, could be supported by diversion of east-bound military rail travel to 
nonscheduled air carriers to prevent east-bound deadheading. Thus, west coast 
military installations could be requested to assign such east-bound military rail 
travel to the nonscheduled lines as was necessary to fill aircraft east-bound. 

It was suggested in earlier conversations and letters to the Department of 
Defense that this might be put into effect immediately through the TPA method 
If this method is used, local military transportation officers would be instrueted 
by the Military Trattic Service to write up the orders on military movements as 
TPA movements, reimbursable at the rate of 3 cents per surface mile. The 
carriers would file a military tariff at this rate if provisions were incorporated 
protecting them from low load factors and deadheads. TPA allowances would be 
devoted directly to paying nonscheduled air carriers for transportation by air 
at the same cost as the figure the military allows for travel by private automo- 
bile or by other means of transportation. 

To rapidly expedite the development and expansion of nonscheduled air 
services for the military, another method may be preferred by the Department 
of Defense. Under the second method all participating carriers would be paid 
for the military operations of their aircraft at a negotiated rate per airway mile. 
This rate, for purposes of illustration might be $1 per plane mile for a C-46, For 
a minimum of 50-passenger capacity on this type aircraft or about 10,500 
pounds cargo capacity this rate would be very economical to the Government 
Fifty passengers moving at $1 a mile would be the equivalent of 2 cents per 
passenger air-mile or comparable to 144 to 1% cents per surface-mile. Of course, 
this rate is even lower than that of transportation by rail. However, under 
this method the Department of Defense would be paying for any necessary 
dendheads. Any insufficiency of loads would bring the rate per passenger or the 
rate per ton-mile up. 

It is believed that the Military Traffic Service’s interest in high load factors 
for lower costs would cause the aircraft to be dispatched with high load fae 
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tors and little deadheading. The entire facilities of ACTA would be devoted 
through its space control, to filling aircraft and avoiding unnecessary dead- 
heads. It is believed that transportation expenses of the Department of De- 
fense could be considerably reduced. At the same time a large airlift reserve 
would be established under military control. In addition, movements of mili- 
tary personnel to new duty stations or to ports of embarkation can be ex- 
pedited 

Trattic would be controlled and directed as shown on the ACTA mobilization 
planning chart. The transportation requests of the military services would be 
coordinated through the Military Traftic Service. The Military Traffic Serv- 
ice in turn would issue transportation orders to the ACTA Washington office. 
ACTA would contact carriers under contract by phone or teletype and aircraft 
would be dispatched to move the loads. Space control would be effected through 
ACTA’s regional offices in New York, Miami, Seattle, and Los Angeles. All 
regional offices would be linked by teletype with the national ACTA office and 
the Military Traffic Service. 

A typical movement would be as follows: Several planeloads of urgently 
needed military cargo must be transported from New York to San Francisco 
and Seattle for overseas air transportation to Korea. If the request originated 
with the Army, the Army would contact the Military Traffic Service and they 
would turn the movement over to ACTA for its contracted members. West 
coast and Miami carriers who had aircraft in New York on common carriage 
operations, or New York carriers, would be contacted for assignment of aircraft 
to the movement. The aircraft would pick up the loads and transport them 
as directed to San Franciso and Seattle. Before the movements were under 
way, however, the Military Traffic Service would have contacted transportation 
officers in all three services at west coast installations. The transportation 
officers would be directed to contact the ACTA offices in Los Angeles and Seattle 
to reserve space on the aircraft arriving from the East. The two regional offices 
would control space, rejecting transportation requests that could not be handled 
under a system of priorities prescribed by the Military Traffic Service. Upon 
arrival of the transports at San Francisco and Seattle, the ACTA regional offices 
would have placed all return traffic. Fresh crews would take over and make the 
return to east coast or Midwest points or return to bases on the west coast. 
Close coordination on a national scale would reduce deadheads to a minimum. 
Upon arrival at east coast or Midwest points the aircraft would either be dis- 
patched upon another movement or returned to east coast bases or common car- 
riage traffic points (such as New York for Miami-based carriers) at the ex- 
pense of the Government. West coast based carriers, of course, would have 
terminated their operation at the west coast points unless their aircraft were 
needed for additional round-trip movements. Or, if New York was a customary 
traffic procurement point for the west coast carrier's common carriage trans- 
continental traffic, the charter contract could be terminated at New York. 


III. CONTRACTS FOR DOMESTIC TRANSPORTATION OF PERSONNEL AND CARGO AND FOR 
TRAINING OF RESERVES FOR TRANSPORT AND ASSAULT OPERATIONS 


Transportation contracts could be made, as now, on a per-passenger-mile basis 
or a per-ton-mile or per-plane-mile basis for transportation of cargo. However, 
such rates contemplate much deadhead within the rate structure because the 
carrier alone is responsible for getting return loads or getting his aircraft back 
to his base. Thus, the minimum rate that could be contemplated for passengers 
upon a per-passenger-mile basis, with the carrier responsible for deadheads and 
short loads, etc., would be 3 cents per passenger surface mile. On the other 
hand, with the Government responsible for helping to arrange return loads and 
to avoid deadheads, the rate would be as low as 2 cents per passenger air-mile 
on full round-trip loads. These figures are only tentative and may be lower or 
higher, depending upon the degree of organization to prevent low load factors. 

It is believed that close Military Traffic Service-ACTA control of traffic would 
make this second plan more economical for the Government. The Department 
of Defense would be in direct and immediate control through the Military Air 
Traffic Service of all such operations. In addition, many annoying paper-work 
details of authorizing and making payment for each military passenger would 
be avoided. Also, cargo movements would not require the detailed paper work 
needed for movements contracted on a per-ton-mile basis. Under the second 
contractual method, passenger-transportation requests for each movement would 
be turned in by the carrier through ACTA to the Military Traffic Service to 
support the per-plane-mile payments made to each carrier. It is easy to see that 
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this procedure would greatly simplify the accounting for mass movements of 
men and matériel. Such movements, of course, may be contemplated in the near 
future. It would be an unhappy thought that such a mass movement might be 
bogged down by sheer weight of paper work alone. On the other hand, verifica- 
tion of the airway-miles covered by each contracting carrier at the request of 
the Military Traffic Service, supported by the individual transportation requests 
from military installations and military traffic points is comparatively simple. 
Once this system is put into effect all nonscheduled air carriers in the United 
States could be mobilized within 24 hours for mass movements to the west coast, 
to Alaska, to the end of the Aleutian chain or even to Korea to support assault 
or evacuation commitments there. 

Complementary to contracts for transportation of personnel and cargo, the 
Air Materiel Command may enter into contracts for training of reserves or 
recruits for transport and assault operations. These reserves to be trained may 
include navigators, pilots, flight engineers, radio operators, maintenance per- 
sonnel, operations personnel, and traffic personnel. The problems to be encoun- 
tered in organizing large domestic movements would be similar to those en- 
countered in organizing large military tactical air transport operations, The 
savings to the Government involved in such a plan for training of reserves are 
obvious. Reserve personnel who are to be trained as crew members would be 
assigned to training duty at one of the bases of the non-scheduled carriers 
participating in defense contracts. The former military pilots who comprise 
about 90 percent of the crew members on non-scheduled lines would give en route 
training to crew members assigned them, 

A typical cargo movement from Toledo, Ohio, to Fairfield, Calif., or a troop 
movement from Fort Riley, Kans., to the Seattle port of embarkation, might 
also do double duty as a training operation for several reserve crewmen. In 
addition to normal crew aboard there may be a couple of navigators practicing 
en route navigation, a couple of pilots and a couple of flight engineers. The 
common carriage flights of non-scheduled airlines can also carry trainees. In 
addition to en route training, the same personnel may receive direct instruction 
and practice at or in the vicinity of the non-scheduled airline bases. Since these 
bases are located for the most part in the large population centers such as New 
York, Miami, Los Angeles, and Seattle, their locations would be ideal for attract- 
ing reserve personnel with the least possible inconvenience as far as their regular 
jobs and the defense production effort is concerned. Under this program, train- 
ing and transportation would proceed at a speed that would otherwise be con- 
sidered fantastic within the same budget. Flight crew members, especially, are 
eager for training. It is a certainty that a large scale training program of this 
nature could be conducted for a fraction of the cost of a training program 
involving personnel tlying empty military transports on training missions. 


IV. LEASE OF AVAILABLE MILITARY C-46 TRANSPORTS TO NONSCHEDULED OPERATORS 


Civil operations of nonscheduled airlines are now at an all-time peak. Equip- 
ment is being profitably utilized on common carriage nonmilitary movements of 
passengers and cargo. Although aircraft utilization per day can be increased 
greatly with consequent increases in trained flight, maintenance, and operations 
personnel, lack of equipment would have to be faced as an early problem. This 
represents a problem only if no additional transport equipment is available. If 
such is the case, orders must be issued drastically reducing transportation being 
performed for civil purposes and aircraft thus released turned over to the military 
contract operation. The disadvantage to the Department of Defense in ordering 
this move before an all-out emergency is that it prevents further expansion of 
the airlift reserve strength of trained personnel and equipment beyond this point. 

It is believed that passenger operations of nonscheduled airlines during the 
limited emergency and before all-out mobilization are more profitable than con- 
templated contract operations with the Department of Defense before all-out 
mobilization, Therefore, resistance may be encountered to ACTA’s requests for 
assignment of aircraft. However, since the objective is to expand available trans- 
portation facilities in addition to mobilizing what we have at the present time, a 
practical plan to obtain and operate additional equipment is preferable to orders 
requisitioning transportation facilities. 

The principal sources of additional equipment that can be released without 
damage to the defense effort are approximately 300 C-46 transports assigned 
to Air Force and National Guard training. In addition, stored C—46's are avail- 
able at Clark Field, Manila, and elsewhere. As stated earlier, efficiency in 
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training is to be obtained by using the training transports for the double duty 
of transportation and training Availability of the additional C—46 transports 
on a month-to-month lease basis would stimulate the development of such addi- 
tional air-transport facilities as flight, operations, and maintenance personnel 
and maintenance and operations facilities. In addition to having the transports 
we would have fuliy organized facilities and personnel for operating them, 

It should be kept in mind that C—46’s held for training are good for training 
only, Whereas in a sudden airlift emergency the same aircraft distributed to 
nonscheduled air carriers throughout the country Whose Managements will have 
the telephone numbers of already trained reserve personnel at their fingertips 

ut a huge airlif 1 under way overnight. The ACTA mobiliza- 

tion plan has the triple advantages of increasing airlift, training personnel, and 
iding an immediate él able reserve for emergency military airlift opera- 

It j l ed beat ese three benefits as well as lowered costs should 

the argume ro mobilization of tactical air-transport facilities and per 


uled airline industry 
ASSIGNMENT OF NEW MILITARY ASSAULT TRANSPORTS TO THE INDUSTRY 


16's and C+47’s, which will be the backbone of the nonscheduled 
*(—54's are assigned to stratevic airlift, are not the best in assault 
Lit nevertheless, they can be used for this purpose should the emergency 
require. Then, too, they are suitable for other tactical emergencies when help 
may be required by Troop Carrier Command. It is quite possible, for instance, 
to dispatch the entire nonscheduled fleet of C-—46 aircraft via the Aleutian chain 
to Japan for evacuation or assault operations. The deficiencies of the aircraft, 
of course, lie in the fact that they can operate only from improved airstrips, 
and necessarily require considerable time on the ground for loading and un- 
loading of cargo and are not able to carry some of the larger items such as 
trucks, half tracks, and heavier automotive equipment. Nevertheless, we have 
these transports now and they are therefore better now than the ones on the 
drawing boards and those being produced in the factories. 

However, once the available civil and military C-46 and C47 aircraft are 
absorbed into a military-controlled airlift under the Department of Defense, we 
must look to new and improved military assault aircraft for future expansion, 
In looking over the aircraft on military order or in production at the present 
time, ACTA recommends the Chase Avitrue C-1238, especially in its turboprop 
version, as the best available combination military assault transport and civil 
transport for air coach and cargo operations. It is understood that the Army 
took the view that this aircraft was the only one suitable for assault operations 
after extensive evaluation tests at Eglin Field, Fla. As our nonscheduled air 
earriers are not supported by air-mail subsidy, the cost of operation of any air 
craft is a most important consideration in its employment. The C46 and C—h4 
aircraft have proved to be the most economical aircraft per ton-mile that have 
been used since the war 

The Chase Avitrue with turboprops promises to transport up to 30,000 pounds 
pavioad for a range of 750 miles or 22 to 24,000 pounds for a range of 2,000 miles 
‘uel consumption promises to be in the region of as low as 1 gallon per mile of 
the less expensive and less critical turboprop fuels. Thus, for a fuel-power 
cost no more than that of a C46, almost three times the payload is available 
ACTA recommends the production of transports of all makes which approach 
or better the per ton-mile efficiency specified above 

Our national economy can easily support a minimum of five times the air trans 
portation equipment that it does at the present time, but such expansion cannot 
be immediately effected with presently available equipment. Ten-mile costs of 
operation are still too high to make reductions in cargo and airecoach rates to 
support such expansion However, it is quite a different proposition to support 
an expansion when rates of 12 cents per ton-mile on cargo and rates of 8 cents 
per passenger-mile on airecoach operations can be achieved. We are the section 
of the industry that pioneered and developed for the entire industry every new 
transportation market since the last war. ‘These new markets are the aircoach 


markets (3 to 4% cents per passenger-mile transportation), the air cargo mar 
! 


ket (at 1! 20 cents per ton-mile), the combination passenger-cargo market, 
and the agricultural Jabor movements market Of course, all of these markets, 
since the pioneering by the nonscheduled lines, have been exploited also by many 

' the scheduled lines Nevertheless, the pioneering accomplishments of our 


gment of the industry should give weight to our words when we say that five 
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times the presently available domestic air transportation equipment can be sup- 
ported by the United States. 

The NSRB report asserts that the Government now purchases $300,000,000 
worth of travel per year, of Which 70 percent is purchased by the Department 
of Defense. Within this purchasing power alone, the Department of Defense 
can support a sizable increase in air transportation facilities. A huge increase 
ean be effected by allocating the overwhelming proportion of the transportation 
of first-class mails and parcel post to carriage by air at freight rates. Freight 
rates of 14 cents per ton-mile, which is well within the range of nonscheduled 
operations with new cargo equipment having the per ton-mile efficiency specified 
earlier, can take over the mail and pareel post market at no cost to the Gov- 
ernment. Freight rates of 14 cents per ton-mile and less can also tap the vast 
rail express market 

ACTA and other proponents of air transportation expansion contend tha 
production of air transport equipment specially designed for economical! 
portation will open up entirely new markets. Aircraft which were 
designed for luxury passenger travel cannot be conver h i 
transportation without facing the original and operating f equipment de 
signed for the higher passenger revenues and mail pa ‘ither can aircraft de 
signed as high-speed bombers be converted into cargo aireraft without sutfering 
i premium cost per ton-mile of transportation. The needs of military strategic 
bombing require such aircraft, but entirely different requirements apply to 
tegic and tactical air transportation equipment ( 
nonscheduled airlines, using their own actual 


eT SH as the Turbo; rop C‘hiise 


the lower costs of using cargo designed equip 


C-125, can prove that lower cost transportation to t: huge markets 


possible 
The NSRB report attacked the premises upon 
bills are based. The essential provisions of the ai 
1S, S. 237. and S. 3507 of the S1ist Cong.) are 
1. To have the Government develop and purchase at least S1O0,000,000 
worth of new long-, medium-, and short-range types of transport aircraft 


to military use 


3. To lease such aireraft to all qualified operat 


To design these aircraft as cargo transports which ure readily adaptable 


return all or a great part of the production costs to the Government 


t. To provide for recapture of 50 percent of the excess profits ove 


percent earned by operators of such transport 

». To provide for application of both rentals a 
purchase of the transports by the operators 

6. To provide that 75 percent of the key perso 
operating the leased equipment be organized 
reserves 
t} 


the air rehant marine bills 


ACTA Supports the basic objectives of 
approach will certainly succeed provided the aircrs ire truly designed witl 
per-ton-mile operational costs in min The cost figures of the NSRB report we 

ased upon passenger-designed aircraft The h er original and operating 
of these aircraft were the reason for what ACTA in un err Ous CO 
ion that large-scale CX PANSIO! 7) i * Transport I 

argo tariffs cannot be attained with equipment ay 

Since military transports such as assault transp. 

engine transports must be designed a produced for military purposes 


“l by military and civil sp 


tional economies in production can 
of the same aireraft types 
Further expansion of tactical airlift beyond maxinium utilization of « 
46 transports can be effected by one of two} 

1. The air merchant marine bill approach which should contemplate 
struction and lease of such efficient transport a raft as will also be n 
factured for the Air Force 

2. Direct allocation by month to month 
transport aircraft to operators until the mili 
in immediate military operations 

By either of these two approaches, efficient, new 
available to the industry for rapid expansion 
training program can include training in the 
and other military transports 
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STRY INTO IN'ECRAI I NITS Chit MIL’ TARY \IP 
TRANSPORT SERVICI 


The premise behind the ACTA plan for nonscheduled air-carrier mopbiliza 
tion is that military control is conceded from the first. It is not thought neces 
sary short of war or total mobilization to abandon all civilian commitments 
for a strictly military operation. However, planning should contemplate M-day 
orders which would put aircraft already under close liaison with the military, 
actually into military units 

The Military Air Transport Service, it is planned, would have operational 
eontrol and training control of all contract activities of the nonscheduled air 
carrier industry during phase I Phase Il would call for the direct integration 
into squadrons and groups of the Military Air Transport Service. The aircraft, 
the crews, and other personnel engaged in semimilitary operations under 

would be take ver by MATS under phase II. 
ition, the indu y should be prepared to turn over all or a large part 
and equipment to MATS as soon as all-out mobilization or war 
‘complished through advance planning by 
o squadrons and groups : | 
ir-carrier operations could be orga! 
, the 75 percent or more of each carrier's 
ilitary reserves would be called u 
iform th adequate preparation for 
» full military 
delay in air 
ir-carrier units 
rs with orders to active 
accomp! shed while the 


ih reserve air transport 
the military situation 

ce Oop elit of 

nd air-carrier 

that individua 


expansion al d 


template all-out 
high pre por 


l 
to the services unde 


outlined, the Depart 
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Survey of industry equipment availability ane 


July 1, 1949, through 


Mr. Heacock. The first two and a half steps have been completed 
already with industry representation on military installations 
allocation of domestic military traflic of the industry, as well as ¢ 
tracts for domestic transportation of personnel and cargo, approve: 
principle by MTS. A letter to Army Chief of Staff, Gen. J. Lawt 
Collins, advising him that the Aircoach Transport Association 
lieved it could help him attain his objective of sutlicient mobile civil 
air transport reserves to transport one division of men and equipment 
atonet ime, resulted in his setting up a conference for us wll h members 


of his staff. 
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Steps 4 and 5 contemplate expansion of the civil airlift reserve by 
leasing available military air transports, as at present there is not 
enough spare equipment in the industry to even begin to do the job that 
the military wants us to do. coe mistaken policies in the past, 
the Chinese Communists have more C46 transports than we do. 

The sixth step, mobilization of the eau into integral units of the 
Military Air Transport Service—or other military service—is the 
final step for all-out mobilization or war which would put these car- 
riers into integral units of the military within 24 hours of the emer- 


gency. I quote from the ACTA plan: 


It is not thought necessary short of a war or total mobilization to abandon 
all civilian commitments for a strictly military operation. However, planning 
should contemplate M-day orders which would put aircraft already under close 

son with the military, actually into military units 

In addition, the industry should be prepared to turn over all or a large part of 
its business and equipment to MATS as soon as all-out mobilization or war 
ntervenes. This could readily be accomplished through advance planning by 
MATS. C46 aircraft could be organized into squadrons and groups. Similarly, 

ts leased or otherwise assigned to air carrier operations could be organ- 

nto squadrons and groups. Finally, the 75 percent or more of each carrier’s 

‘eady organized in the military reserves would be called up and 

eir operations in uniform. With adequate preparation for this 

; transition period from contract operation to full military opera- 
tion would be short 

Furthermore, the transition could be accomplished without any delay in air 
transport or assault operations. For example, the nonscheduled air carrier units 
might be moving to Kore rr elsewhere as contract carriers with orders to active 
duty and transition to integral military units being accomplished while the 
mission was en route. 

The Department of Defense could mobilize a part of such reserve air trans- 
port facilities or all, as the military situation required. Until the military situa- 
tion requires mobilization, however, ACTA recommends maximum develop- 

ent of civil carrier activity and contract activity in order to expand air car 

er facilities. Without such an incentive—without the assurance that individual 
company identities would not be obliterated until necessary, expansion and 
mobilization may be retarded. 

This is the plan, therefore, of the industry that is willing to contemplate all- 
out mobilization. This is the industry that is composed of such a high propor- 
tion of veterans of World War IT that the obligation to return to the services 
under a grave emergency is openly recognized. Under the plan outlined, the 
Department of Defense would secure the fullest cooperation of the nonscheduled 
industry, its know-how and its demonstrated ability to develop new uses for 
air transportation. This can be our principal contribution—to point out and 
help organize and develop new markets so that five times the present civil air 

insport facilities, both scheduled and nonscheduled, would be available as a 


reserve for national defense. 


As far as T am aware this is the only plan of any industry that con 
templates all-out militarization to ae port where company identi- 
ties and profits are entirely eliminated and the industry voluntarily 
accepts as least a part of the sacrifices that are e xpected of our mili 
tary personnel. I have vet to hear the first complaint from any of our 
nonscheduled air carrier members for the all-out nature of our offer 
to serve the coun try like any othe r sol liers when the Cc hips are down. 

Senator Durr. Do you W sh to insert into the record any further 
appendices / 

Mr. TT} ACOCK, | do hot believe | mentioned appendix tT but | would 
also like to insert that into the record, as well as appendix A and B. 
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First Time in History 


SAN FRANCISCO 


Number of people 
traveling by air be- 
tween two major U. $ 
cities greatly ex- 
ceeded those traveling 
by either rail or bus 
in 1949 


LOS ANGELES 


BY RAIL-32.7% 


308,016 


BY BUS-24.2% 


228.216 


With 3c fares, Los Angeles-San Fran- 

cisco air travel has outstripped buses 

and trains, (Air Industries Assn. chart) 
as the following table showing the proportion of passengers carried on each type 
indicates: 


1948 1949 


Percent Percent 
28. 0 7 
44.4 | 


27.6 
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Even these figures underestimate the growing popularity of air travel. For 
the cut-rate lines did not hit their stride during the first part of 1949. By now 
it is likely that more passengers ure flying than are taking busses and trains 
combined. An estimated 40 percent of the cut-rate passengers, moreover, were 
not diverted from other carriers, but were people who would have driven their 
own Cars or stayed at home if there had been no “S-cent” planes 

Can the cut-rate airlines make money at a fare which is roughly half the usual 
airline level? The California Public Utilities Commission, from whose excel- 
lent report most of CU’s data are taken, investigated this question in detail. It 
began with the actual operating revenues and expenses of the cut-rate airlines, 
but it did not accept these figures at face value. Rather, it upped the expense 
figures to insure adequate allowance for salaries, depreciation, and a number 
of other items on which the cut-rate lines may have cut corners. Figu 
several items were adjusted to bring them into line with national averaves 
make the figures applicable to parts of the country which do not enjoy California’ 
excellent tlying weather, the Commission further adjusted its estimates to as 
that only 95 percent of the flights scheduled were actually completed. A 
California commission figures assumed that the Companies were entitled to 
at least a 10 percent return on their investment in a pioneering venture 
commission found that, even on this conservative basis, California Central dur- 
ing the first vear in operation earned enough to cover its actual expenses, plus 
additional expenses as estimated by the commission, plus the 10 percent ret 


} 


on its investment—and a $100,000 bonanza on top of all that For a small 
pany operating only four DC—3’s, such a showing must have been satisfa 
indeed. 

Although the California commission would seem to have proceeded conserva- 
tively in arriving at its findings, its cost figures will no doubt be attacked as mis- 
leading by high-fare enthusiasts. But the argument for low fares does not 
require any concessions on cost figures As the chart on page 271 clearly indi- 
eates, 3-cent service with heavy loads is more profitable than 6-cent service with 
ordinary loads even if coach service is operated at ordinary expense levels 

When Western Air entered the picture with DC—4’s, California Central's excess 
enrnings on DC-3 operations dro} ped to the Si0.000-a-vear level, while Wester! 


Air of California’s earnings soared Even during the first 3 months, according 


to the California commission’s figures, Western Air of California covered all its 
expenses after upward adjustment, earned a 10 percent return on investment 
and was netting $25,000 a month besides. This was achieved without a mail 
contract, Which constitutes an important source of revenue for 6-cent lines Not 


‘ 


all the cut-rate lines were this profitable, and some small ones lost moneys 


{ t} t ft 


from bla Ol 


Che service offered by the cut-rate lines differs in several respects i 
the full-fare lines More seats are crowded into each eut-rate plane and the 
lanes are DC-—3’'s and IDC—4’s instead of newer, faster models. The crowding, 
1ioWwever, isn't too objectionable on a 2-hour trip. (Even with 73 seats on a DC—4 

ich ordinarily seats 44, the lines can meet CAB maximum-weight safety re- 
quirements on this run.) Reports to CU indicate that the plane interiors are 
pleasant, and the service good. The cut-rate planes carry stewardesses. Free 
sandwiches, coffee, and doughnuts are served on some flights. 

Travelers on the Los Angeles-San Francisco run are thus offered a free 
of de luxe service at 6 cents or coach service at 3 cents At a rough estimate 
approximate lv 6O percent of the Los Angeles-San Francisco air passengers 
to travel at the cut rate, and 40 percent use the full-fare planes.” 


This estimate exclu 


ip and therefore do ne 
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MATHEMATICS FOR THE MILLIONS 


The standard DC-4 seats 44 passengers. 


YIELD TO THE AIRLINE 
264K be q 


at Be mile The average plane flying on an average $1.58 
run in 1949 was 60% full (26.4 passengers) —e 


Coach-type DC-4 seats 60 passengers. Silas 
4Slkhe 


ile The average New York-Chicago coach plane 
at 4. a mile - os 1B I $1.80 ate 
in 1949 was 75% full (45 passengers). 


California-type DC.-4 seats 73 passengers. 


YELD TO TWE AIRLINE 
Sek de ~ 


at €camile The average Los Angeles-San Francisco 
; : $1.74 + mite 
coach in 1949 was 80% full (58 passengers). 


JUNE 1950—271 


SO WHY DOESN'T THE CALIFORNIA TYPE OF OPERATION SPREAD TO OTHER 
rRAVEL ROUTES‘ 


» answer is relatively simple. The Civil Aeronautics Board won't permit 

flights which cross State lines. The CAB has authorized a number of 4-cent 

fares, subject to rather onerous conditions; and in recent months it has 

somewhat relaxed its restrictions on some coach services. But it still stands 

the way of large-scale national coach development. To understand the 
Board's reasons, let’s take a quick look at recent airline history. 

When the Civil Aeronautics regulatory agency was set up in 1928, the rail- 
roads were in a temporary state of lower-than-usual coach fares. Air travel was 
still comparatively unpopular, and it seemed clear that the airlines could not 
soon compete on a price basis for travelers accustomed to railroad coaches or 
busses \irline and Federal regulatory policies alike were therefore based on 
the doctrine that air travel was luxury travel, competing for these travelers who 
would ordinarily use pullmans and parlor cars. Air fares were set accordingly. 

In 1947 and li however, the so-called “irregular” or “nonsched” lines 
changed the picture. These lines, most of them started by Air Force veterans 
using surplus military equipment, were initially viewed as roughly equivalent 
to “tramp” steamers, available for charter on particular runs, or for carrying 
passengers from place to place at odd times. Their permits from the CAB did 

contemplate regular schedules between fixed points. 

The larger “nonscheds” qui kly discovered, however, that the real unsatis 
fied demand was for cheap tlights between major cities. They also discovered 

they could satisfy this demand at prices far below those of the regular 


nonscheds were able to maintain low fares for three major reasons, 

, they cut overhead to the bone; all “frills” were eliminated Second, 

they put more seats on each plane, thus cutting costs per seat-mile. Third, 

the low fares attracted full or nearly full loads, so that those who traveled did 
not have to pay the cost of carrying empty seats around them. 

On the coast-to-coast and some other runs the nonscheds built up a volume of 


—. 


affic sufficient to make them troublesome thorns in the sides of the regularly 
t rriers, and there was increasing pressure on the CAB to curtail 
From 1949 on the CAB has been prosecuting them with in 
har I lar schedules Line after line has 
apparel tly, continues To prosper 
eCK yr al enrtorcement procedures to operate. And 
Stop pe d another bobs up to fill the g Pp. 
certificated airlines have been learning a lesson from 
there is a vast reservoir of travelers who will 
are low enough The first regular airline to 
ch late in 1948 received CAB permission to try 
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a New York-Chicago “air coach” service at 4 cents a mile. It was an instant 
success; Northwest Airlines followed suit with a popular Minneapolis-New York 
coach, and other lines one by one inaugurated coach service. The map on page 
272 shows the routes over which regularly certificated airlines are currently 
offering air coach service at 4 cents a mile or so. The major lines also intro 
duced the “family fare’? which allows members of a family to travel at half-fare, 
on certain days, when accompanying a full-fare passenger. Many lines have in 
addition offered a variety of “promotional” fares—cheap round trips during off 
seasons, 5 percent discounts on mealless planes, ete Thus on many routes 
the regular airlines are competing for ordinary passengers on a price basis. The 
results, it is generally agreed, have proved excellent for the companies as well 
as for travelers. 

Even so, air coach and other low-cost services have not developed with nearly 
the vigor which might be expected For this fact, limitatious placed on low-cost 
service by the CAB are chiefly responsible. Until very recently the CAR has 
insisted upon the following: 

1. Coach service on heavily traveled routes only, where it is not likely to 
in unduly on regular 6 cent air travel. 

2. A 4-cent floor under interstate coach fares. 


3. A lower quality of service on coach runs—no meals, less convenien 
vation service, ete. (The purpose here does not appear to be merely or pr 


to cut costs, but rather to minimize diversion trattic from 6-cent t 
tlights, ) 

4. Use of relatively slow planes. 

5. Only one round-trip schedule in 24 hours per company per route; 
“sections” are permitted, but not additonal schedules 

6. Most onerous of all, inconvenient night departure hours for 4-cent flights 

In public statements and in speeches and articles by members, the CAB has 
offered a number of justifications for such restrictive policies. These are ce! 
tered primarily on the theory that cut-rate lines may “skim the cream” off the 
profitable routes, and leave the balance of the air transport system worse off 
than it was before. Here are the major arguments together with some ¢ 
on them: 

Diversion of trafic The CAB poley 
that G-cent service must be protected, and 
only when they do not divert too much traffic 
California experience, however, suggests strong 
potentially might far outstrip 6-cent service, and be 
for the future. 

Length of run.—When the ers first started out, it was commo! 
cut-rate operations might be feasible over very long routes, 
worked on routes of ordinary 1. The suecess of the 340-mil 
it 8 cents a mile disposed of this argument. 

Volume of travel The CAB has argued that coacl ] 
heavily traveled routes. This argument is based on a confusion }! 
number of travelers between two points and a large number of passenger 
plane kor example, thousands of people may travel dai vy between &S: 
ind Los Angeles, vet planes will lose money if they fly less than ha 
ersely, only a few hundred people might travel daily between Minne: 

Madison, but if 20 or 25 of them could be persuaded to travel each way d 

DC-38 at 5 cents a mile, a daily round trip could prove profitable So 
ippears from the California commission figures. It thus seems a good dea 

than likely that cut-rate travel could show a profit on lightly traveled routes 
where 6-cent flights show losses. 

fir mail subsidies.—A basic CAB argument is that the regular airli 
ire in general subsidized by air-mail contracts given them at rates set it 
of their need for revenues. The CAB, in addition to regulating the 
sets air-mail pay rates. If fare levels are permitted to come down, it fear 
eed for air-mail subsidies may go up, and the cost thus be shifted to the 
States Treasury. It should be noted, however, th lif 
routes show high profit rates at 8 cents a mile without any mail contracts a 
Quite conceivably, a 3-cent or 4-cent fare, free of CAB restric 

minate the need for air-mail subsidies altogether by buil 


ume, (For a further discussion of subsidies, see p. 275.) 





ROLE OF IRREGULAR AIRLINES 


Exuipir lL) 


Ics Boarpb, \ 
Docket No. 3777 


the ipplication of A Transport Associates, Ine.. for imme 
iTS ap] lication filed on Man v. 1949, jor 


Vecessity under Section 401 of the Civil Aeronautics 
amended. ¢ 


for an Evremption Order under 
the Civil ronautics Act of T9538. a 


a Certificate of 
he alternative 


s amended, so as to per 


Ce hetire n the United States and tlashka 


MOTION } 


\TION OF PREVIOUSLY FILED APPLICATION FOR CER 
rIFICATE OF PUBI kk INVED i 


AND NECESSITY, OR IN THE ALTERNATIVE I 


FOR EX 
rl FURNISHING QI AIR-MAIL SERVICE BETWEEN THI 
> SI rks AND ALASK 


EMPTION SO ERM 


Y 
t 


ATR TRANSPORT ASS0« 


Spe tt 


einatter referred to as Applicant), re- 


liv represents 
1. Applicant is a corporation duly organized and existing under the laws of 
the State of Washington, having its principal place of business at Seattle, Wash 
ington; and is a Large Irregular Air Carrier, conducting overseas air trans- 
rt between the State of Washington and the 
iska, duly authorized by reason of Letter of Registration Num 
August 1948 by the Civil Aeronautics Board 


‘ 1 ) rL< 
»> ana passenvers 


(hereinafter re 
passengers and cargo between 
tory of Alaska. 

applicant 
exemption pursuant to section 291 


ication being filed 


he Board) to transport the con 
United States and the Ter 
Prior to June 20, 1949 made written application for individual 
‘the Civil Aeronauties Act, as amended, 
mder and given Docket No. 3840 by the Board, which 
application is still pending. 
On May 9, 1949, appli pli he rd for a Certificate of Public 
Necessity r Sect 14 j Aeronautics Act of 


the Board, 


requests the B in order for 
applicant’s request for a Certificate of 


quested in its application therefor filed 
| Aeronautics A¢ 


in the alterna 
an application 
il Aeronauties 
Civil Aero 
condition, 


applicant 


me 


between the 
especttully requests 


States and 


mail and first-ch mail both ways 


tle Wasl 
and Fairbanks, 
(S1.00) per year for the first one lusanad 


m, excluding Sundays and legal holidays, 
} 


air between these 


ac ine ‘ 
\laska, between Seat 


, } “eV ls Lr « 
between Anchorage, Alaska 


© transported by 


prevailing cargo rate, plus 


llv requests and moves the 


uthorized by Section 416 (b) 
that purpose 


pectfully presents 


hy the Secon 


Docket No. 4286, ef el.) shows 


transportation of mail t 


) 
i 


ng between the United States 
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B. The present annual expense to the Government of transporting mail by the 
scheduled certificated air carriers between Seattle, Washington, and Anchorage 
Aluska, and between Seattle, Washington, and Fairbanks, Alaska, and betweet 
Anchorage, Alaska, and Fairbanks, Alaska, is estimated by applicant, upon avail 
able information, to be approximately three million dollars, which is conside1 
ably above the actual cost of carrying the mail betwee * points 


( Chis estimate is based upon mail-pay figures o 


t 
(S6,000,000.00) which will be expended in 1951 


within Alaska; and from informed estimates record 
applica { 1S nformed nd believes that SeVeTT\ 
service between the U1 | States and Alaska pa 
Fairbanks. The limitea lantity of first-class mi 
earried by applicant between these points six days 
cargo at minimum cost; and if permitted and sl 
would adhere to a fixed timetable \pplicant’s prop 
in the public interest, as the Government, by avai 
by applicant, and at negligibl 
urs annually to econol Cullis injustified certificates 
by granting applicant’s request * mandatory p 
he Civil Aeronautics Act i ‘rved, which provides 


public 


ride 
pract Ces , 

D. Applicant has proven that promoted an performing 
economical and efficient service at ma ni Its operations for 
vears between Seattle and Anchorage and Seattle and Fairbanks, Alas] 
between Anchorage and Fairbanks, Alaska | 
demonstrates that fit, will 
ing of this tio id request 
indue preferences and advantages 
tices, which will irreparably inju 

if forcing i 


In subst 


liy 
lili 


autho! it\ 
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cated carriers. Applicant, as the remaining large irregular carrier transporting 
the greater part of nonscheduled traffic to Alaska at a profit by operating more 
efficient C46 equipment, must face competition with the U. S. Treasury itself. 

I. It was aptly stated in the brief filed on behalf of the Postmaster General in 
the Alaska Service Case (Docket No. 4286) : 

“Most of the nonscheduled services listed in Exhibit PNA-S11 R are en 
tirely unknown except to people who live in Alaska and the northwest sec- 
tion of the United States, yet the fact that Pacific Northern characterizes 
their competition as one of the ‘intolerable conditions’ under which it must 
operate makes it clear that they are active in seeking, developing, and get 
ting business. In meeting this competition practically all of the certificated 
carriers have run special flights at fares and rates considerably under those 
published In other words, the competition of the type which must have 
been in the Congressional mind is producing the adequate economical and 
efficient service which that Congressional mind envisioned. The energetic 
ndependents in winning traffic are really bringing about the encouragement 
and development of civil aeronautics 

“When, however, the losses which may be incurred by the certificated lines 
are eradicated with mail pay, the nonscheduled carriers, in effect, ave put 
into direct competition with the Government. That this kind of competition 
cannot be met by small independent entrepreneurs is axiomatic. Competi 
tion is stifled and the holders of certificates are protected in setting rates 
and fares which in reality retard and hinder the development of civil aero 
nautics,”’ 

The above statement makes it clear that the mail pay subsidy as presently ad 
ministered is the greatest deterrent to the development of civil aeronautics. 

J. The Board on May 25, 1951, granted Pacific Northern Airlines, holding 
a certificate as an Alaskan Carrier, authority to operate from the coterminal 
points, Portland, Oregon, and Seattle, Washington, to Anchorage, Alaska, and 
granted Alaska Airlines, also holding a certificate as an Alaskan Carrier, to 
operate from the same coterminal points to Fairbanks, Alaska. Both of these 
carriers have in the past received large sums in air-mail subsidy for intra-Alaska 
service, by reason of which they were able to quote rates and fares which were 
far below their actual costs of operation. This practice has greatly contributed 
to the economic destruction of many of the nonsubsidized Alaskan bush pilots. 


1 


vhose operations were vital to the growth and development of Alaska. In the 
past, applicant and other large irregular carriers have been prohibited by regula- 
rom transporting traffic between Alaskan points. Likewise, bush pilots 
} ohibited from transporting passengers between points served Dv 


f which dependable sources of revenues were denied 


h would have enabled them to be available for their traditional service 


The granting of applicant’s motion and request as set 

» hereof will in some degree compensate applicant for this 

necessarily independent service to and from the United States 

han that provided by the bush pilot’s subsidized intra-Alaska competitors, 

It is believed appropriate that this offer to transport the mail for One 

Dollar ($1.00) a year, made by a carrier independent of subsidy, should be 

ccepted. The arguments of subsidized competitors that the transportation 

entails additional costs that independent operators do not have 

the test Instead of holding out its hand to the Government 

applicant now reverses the process al d offers to subsidize the ON 

the Government will remove itself, through subsidy, as a competitor 

applicant’s request for permission to haul the mail between Seattle 

r One Dollar ($1.00) per vear. If applicant's request is granted, 

illions that otherwise will be spent in subsidy to these certificated 

rs will be saved and they will not be able to use taxpayers’ money to carry 

passengers and cargo below actual cost. For it is only by the use of subsidy that 

they can do this 

L. Applicant can perform service satisfactory to the Post Office Department at 

comparatively little increase in cost to itself. The additional weight involved 

is so small that the number of trips of certificated operators relinquishing the 
mail would not be affected 

M. Section 2 of the Civil Aeronautics Act which makes the preservation of com 


petition mandatory justifies the approval of applicant’s request hrein made. It 


s false to contend that duplication of service by two or more certificated carriers 
at the same rates os “eompetition” for almost every monopoly ean be shown to 


have that kind of “competition.” Jt is certainly taking extreme liberties with 
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the word to state that “competition” erists among the certificated carriers when 
one-half to two-thirds of their revenue per-ton-mile costs of carrying cargo are 
supported by mail subsidy. 

N. Failure to approve the petition to remove Government competition benefit i: 
the certificated carriers would impose undue burden on the applicant, whos 
small business would perhaps be eliminated. Liquidation of leased equipme 
improvements upon which would be totally lost, would result in irreparable injury 
to the applicant. A continuation of unfair and destructive competitive pra 
made possible only by subsidy will, in itself, eventually drive applicant fr 
business unless relief is afforded. The approval of applicant’s request 
exemption, as herein requested, will grant this relief 

O. Section 416 (b) (1) of the Civil Aeronautics Act of 1938, as amended 
provides : 





“The Authority, from time to time and to the extent necessary ma except 
as provided in paragraph (2) of this subsection) exempt from the require 
ments of this title or any provision thereof, or any rule, regulation, tern 


condition, or limitation prescribed thereunder, any air carrier or class of air 
carriers, if tt finds that the enforcement of this title or such provisior 





such rule, regulation, term, condition, or limitation is on ould be 
burden on such air carrier or class of air carriers by reason of the limited 
extent of, or unusual circumstances affecting, the operations of such 
carrier or class of air carriers and is not in the public interest.’ It 
supplied. | 
The Board is urged to find, pursuant to the above 1 “ oO iW heat 
enforcement of this title or such provision or such rule, regulation, term, cond 
tion, or limitation is or would be undue burden on * applicant 
P. It will be noted that this exemption may be applied to “any rule, regula 
tion, term, condition, or limitation prescribed This permissive 
hority becomes mandatory if the Li ard adheres to ® pial datory provis ol 
ft Section 2 of the Civil Aeronautics Act, as amende 
* * The Authority shall consid as being in the pu 
interest the promotion of adequate, economical, and effic 
ice by air carriers at reasonable charges, wit l st dis t 
undue preference and advantages, or unfair or destructive compe 
practices Competition to the extent necessary to assure 
development of an air transportation system proper! ed te é t 
of the foreign and domestic Commerce of the United States, of the TP 
Service and of the national defe se,” 
WHEREFORE, aS applicant has heretofore established economical and efficiel 
services at reasonable charges without the use of subsidy, thus ce nstrating 
ts fitness and ability to carry out its proposal to carry mail fr sem 


Washington, to Anchorage and Fairbanks, Alaska, and between Anchorage 


Fairbanks, Alaska, with the resultant savings to the Government of millions « 
dollars of public funds which will otherwise be expended, and as the det 

f applicant’s motion and request herein would constitute an undue burden 
upon applicant, applicant prays and requests the Board that an appropria 
rder be entered requiring an immediate hearing upon applicant’s request fe 


Certificate of Public Convenience and Necessity under the provisions of Secti 
101 of the Civil Aeronautics Act, as amended; or in the alternative, that é 
Board enter an order exempting applicant under the prov sions of Section 416 (b) 
of the Civil Aeronauties Act, as amended, from any regulations of the Board 
nsofar as the provisions thereof would otherwise prevent applicant from engaging 

regular and frequent air transportation in order that applicant may carry ma 
etween Seattle. Washington, and Anchorage, Alaska, and Seattle, Washingto! 
nd Fair-Banks, Alaska. 

AND IT IS FURTHER requested that applicant be granted such other, further 01 
lternative relief consistent with the premises herein as the Board may deem 

and proper. 

Respectfully submitted. 





\tr TRANSPORT ASS« ATES, ] 
By (s) Amos E. Heacock, 
(mos EF. HEaAco President 
(s) Warren E. Millei 
WARREN E. MILLER 
910 17th Street NW Wasl qgton, TD, ¢ 
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Senator Durr. Mr. Weiss. 


STATEMENT OF STANLEY WEISS, PRESIDENT, STANDARD 
AIRLINES, INC. 


Mr. Weiss. My name is Stanley Weiss. I am president of the 
Standard Airlines, Inc., which was the first nonscheduled air carrier 
to have its letter of registration revoked for flying more frequently 
and regularly than the Civil Aeronautics Board’s economic regula- 
tions permitted. Our letter of registration was revoked by the Board 
effective July 20, 1949. 

The chairman of this committee has stated that he hopes by these 
hearings to secure answe = to four questions. As reported in the Avi- 
ation Daily of April 23, 1951, these questions are: 

(1) Under what aan the nonscheduled carriers began oper- 
ation ; 

(2) Whether they had contributed to or damaged the economic 
—- of the air-transport industry in the United States; 

3) That if it appears they would contribute to the strength of 
the air-transport industry, does the Civil Aeronautics Board have 
the power to permit them to operate; and 

(4) That if the Civil Aeronautics Board does not have that power, 
then what changes in the law must be made to make possible their 
operations. 

In view of statements that have been made by Board members to the 
effect that the Board is sympathetic to irregular air carriers and that 
generally it wants to find a place for them in the industry and in view 
of statements by Board members that the continued existence of the 
irregular air carriers is a favorable factor in the air-transportation 
picture, I think one additional question is necessarily before the com- 
mittee, and that question has to do with the present and past attitude 
of the Board toward the irregular-air carriers as exemplified by Board 
actions, the reasons for that attitude and the question whether the 
Board’s many actions affecting this segment of the industry have 
been economically or otherwise justified. 

My statement will confine itself generally to these points and, in 
addition, I shall briefly comment on a few specific statements that have 
been made by other witnesses. 

I am going to direct my attention first to the authority under which 
my company began operations and the attitude of the Board as ex- 
emplified by Board actions since the air-coach problem arose back in 
1945, and to attempts that have been made by these carriers to estab- 
lish low-cost air-coach transportation. I am also going to try and 
explain why the Board’s attitude is and has become progressively 
more and more against the interests of these carriers because in that 
explanation I believe there is disclosed a basic flow in the regulatory 
set-up in air transportation which directly and adversely affects small 
business generally. All this requires a little background material 
which will necessarily be in terms of my own personal experience, 

The original nonscheduled exemption issued in 1938 was adopted 
to cover operators other than the carriers who were operating regular 
scheduled services and who were entitled to grandfather certificates. 
For the most part these were no doubt fixed-based operators. Few, 
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if any, of these fixed-base operators had large transport-type aircraft. 
It was under this regulation, known originally as Regulation 400-1, 
dated December 7, 1938, that my company, Standard Airlines, started 
operating in January 1946. 

Senator Durr. We are going to adjourn here at 12 o'clock. I 
wondered if it would be possible to make your written statement a 
part of the record so everybody would have it, and then for you to 
hit the high lights. Or do you prefer to continue and make such 
progress as you can before 12 o'clock? I am sure you will not be able 
to read this before 12 o'clock. I am suggesting that merely that you 
will not be confronted with that situation at 12. 

Mr. Werss. Would it be possible to continue tomorrow ¢ 

Senator Durr. I think that could be done. Whichever way you 
prefer to do it, 

Mr. Weiss. I prefer to continue tomorrow. 

Senator Durr. Very well. 

Mr. Weiss. How I got into the business and my experience in it 
is much the same as the story that many others in the industry have 
told. As I look back it is fairly exciting and interesting, a story of 
individual enterprise; of young men new to business and industry 
trying to accomplish what in their minds was a worthy objective 
which, if successful, would inevitably benefit not only themselves but 
the public, air transportation, the military, and the country generally. 

Shortly after VJ-day I returned to the United States from Burma, 
where I had been flying cargo and personnel over the hump in China. 
I was a skilled pilot of tr: ansport aircraft and was reasonably com- 
petent as an airline operating man. I had new and v aluable skills 
und was naturally anxious to put them to work. I was ambitious, 
reasonably intelligent, and a firm believer in our competitive American 
economic system. At that time, relative to air transport operation 
in the United States, two things were apparent. First, the commercial 
airlines in the United States appeared to be wholly unable to handle 
available traflic, especially from the west coast, where I lived. Second, 
the Government was advertising large transport-type surplus airer: aft 
for sale and directing the sales e ‘forts in great part to veterans with 

-transport experience, advising them to get into the airline busi- 
ness. It was fairly obvious that air transportation offered a real 
opportunity and that any transportation that I might perform would 
fill a real economic need, be of benefit toa lot of veterans, war workers, 
and others traveling, especially from the west coast to other parts of the 
United States. It was apparent, too, that I might get launched in the 
business I liked best and knew the most about. 

As the members of the committee now know, there are many others, 
some of whom are still participating in nonscheduled activities, who 
have told and would tell substantially the same story. I did not then 
know how much J would operate, how much I would have to operate 
to be financially successful, nor did I know how much I could legally 
operate under the regulation. I planned on operating under the orig 
inal regulation covering nonscheduled operations and intended to con 
duct my operations within its limitations. I also planned on later 
securing whatever additional authorization might prove necessary, 
assuming the operation turned out to be successful and further au- 
thority was necessary. I was not familiar with Civil Aeronauties 
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Board economic regulatory policy generally, and I did not know at 
that time that no trunk-line air carrier had ever been granted 
certificate of public convenience and necessity by the Board except the 
original 16 trunk-line carriers. I did not know that. based, at least, 
on prior Board actions and on actions since that time, it was and 
would continue to be a firm Board policy to exclude all new applicants 
for new domestic passenger trunk-line service. In short, I believed 
that it would be possible, if I were able to develop sound airline opera- 
tion, to secure the necessary operating authority. Air transportation, 
[ was sure, was just ready to grow up, and I was determined to be in 
on it. I was getting into the beginning of what looked like a growth 
period, and I sincerely believed that if my company performed a real 
service, filled a real need, and made money, there would be a permanent 
Nace for me in the industry. I knew about airline mail pay generally, 
but I did not know that it was administered in such a way that all 
operating losses of the certificated carriers were covered by it. 

{ wanted a business of my own and I got pretty enthused over the 
prospects of oper iting a arenes iled line. I bought a DC . > from 
war surplus by paying 15 percent down. The balance I was able 
to borrow from ns tion Finance Corporation. I later walked 
into the Bank of America, where I had an account totaling $300, and 
talked mvyse If into a loan of S40,000 on my pe rsonal note, the funds to 

ised for an additional plane and for starting a nonscheduled opera- 

principally for tra nscontinental service. Amazingly enough, the 
bank soon had the same confidence in my plan that I did. I got 
nother DC-3 and started out. I later incorporated as Standard Air- 
We were not a scheduled ope rator, but we flew as much as we 

ment. I wound up in 1948 with six DC-3’s and 
aid fora very substantial maintenance set-up and spares 
‘ equipime 1] paid for. We were soon C¢ Np letely out of debt. 
As late as “a 1949 the Bank of America would have granted Stand- 
ard a very substantial line of credit at least in exeess of $1,000,000 to 
expand its operation. By April 1949 we had flown over 2,000 trans- 
continent: “ trips, over 5,000,000 plane-miles, and over 70,000,000 pas- 
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( O mil 1S. cl monstrating an oby ious economic need for our service, 
We conducted a survey—and I still have all of the original question- 
naires—which showed, on the basis of a sample of over 2,000 passen- 
gers, that over 50 percent of our passengers would have traveled by 
rail, bus, private auto, or would hot have traveled, had our low cost 
ice been unavailable. Similar surveys made a little later by three 
er nonscheduled lines, covering 8,000 passengers, showed similar 
its. ae 50 percent of our passengers were making their first 
i@ht. Obviously, we had contributed and were contributing very 
substantially to unsatisfied transportation demands of people in this 
country—people who wanted and would pay for air transportation, 
but who could not afford the luxury service of the certificated carriers. 
Our service was certainly not plush, but it was relatively fast transpor- 
tion, and it was ch eap. 
Although - afety recui lations for the hons¢ heduled lines bac] k an the 
per iod of our oper: ition were not as strict as for the certificated 
rriers, we had p ractically from the very beginning complied with the 
safety soatiins ments applicable to certificated carriers. We cooperated 
1.00) percent with Civil Aeronautics Administration, and they co 
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operated similarly with us. I cannot say enough in commendation 
of the Administration and its personnel in helping us to perform a 
safe transportation service. Relative to this aspect of our operation, L 
quote from a letter dated April 9, 1948, just 4 months before the 
Civil Aeronautics Board issued an order which would have stopp 
our operation for flying too frequently but for a — order whi 
we secured at the time. The letter was from a Civil Aeronaut! 
Administration operations Inspector to the Civil Aeronautics Adn 
istration Chief of Nonscheduled Flight Operators’ Division, relat 
to Inspection of Standard Airlines’ operatlons. | quote : 

This operation would appear to be conducting their nonscheduled flights 
Same manner as a scheduled air carrier and it is felt that due credit should 
given to the management of this operation. 

When the Civil Aeronautics Board later amended safety regulation 
applicable to the large nonscheduled lines, it was not hecessary for us 
to make any changes atall. We had long been in full « omplian ce with 
the new regulations. 

When we had been operating about 6 months, the Civil Aeronaut 
Board in May 1946, issued its opinion in what is known as the Invest 
gation of Nonscheduled Air Services (6 CAB 1049), and along with 
it there was issued a regulation requiring us to register with them 
and requiring us to furnish them with certain data. Among the 
material which we furnished was a statement of our then present and 
proposed services showing the points between which we operated, the 
eat of our operation, and the kind of traffic carried (see 6 

B. 1058). At the same time the Board issued two enforcement 

et ae attempting to dlefine nonscheduled or irregular lh Yvehel 7 
language. Inthe sip i rary in its investigation of nonscheduled 
air services appears the first indication of what was then meant to be 
included in an exempt mina Operation. In that case the 
examiners made a recommendation. I quote the language of 
opinion : 


The examiners have recommended exemption from economic regulatior 


1} 


ill air services transporting persons and property for hire, subject to three 
limitations: (1) that the service must consist of trips originating or terminating 
ta principal place of business of the operator, and that the trips beween ot 
points be made only on a casual, occasional, or infrequent basis; (2 
number of trips operated between points where reasonably direct air ser 


vailable also be limited to a casual, occasional, and infrequent basis, and 

ch services, trips in excess of 10 per month will be deemed to exceed su 
isis; and (3) that the services must be those of a carrier exclusively enguxe 
n operations falling within the first two limitations. 

The Board members __ the position that a route type service 
as never Col telip lated : aly time. The examiners in this case 

ertainly were not of that tara lon. Under their recommendation we 
ould have flown an unlimited number of flights from our home base 

anywhe re else and could have flown 10 flights a month between 
points where there already existed reasonably direct air service. At 
hat time the emphasis was on nonse heduled as distinct from regularly 

heduled fll@hts. Unlimited flights between a1 iv nol scheduled’s home 
base and any other point clearly contemplated what is now referred 
oas a route-type service, and so did the 10-flight limitation applicable 
0 segments over which the scheduled airlines were operating. ‘The 
Board, in its opinion, stated that the examiners’ proposal for un 
mited flights between a nonscheduled’s home base and other points 
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was broader than the old regulation contemplated in that it really 
would remove the nonscheduled limitation. However, with respect 
to the 10-flight limitation over segments served by the certificated 






carriers the Board has this to say 

* * * the limitation recommended with respect to operations between points 
baving certificated service would to this extent retain the distinction between 
echeduled and nonscheduled operations but would redefine nonscheduled opera- 
tions in terms of a maximum number of permissible trips per month. 

Clearly, at that time, when the new postwar nonscheduleds using 
large transport-type equipment were coming into existence, the Board 
was of the opinion that 10 flights a month between designated points 
was within the contemplation of a nonscheduled operation. In that 
opinion, however, which was issued about 5 months after Standard 
Airlines had started operating, the problem was left undecided. The 


Board concluded: 

The present proceeding has not developed the full factual basis which the 
Board customarily requires before making determinations of regulatory policy. 

It should be noted that the problems raised by the postwar mush- 
room growth of large nonscheduled operators was specifically dis- 
cussed and commented on in this opinion. It was with this type 
operator and not the old fixed-base operator in se that the opinion 
was written. The Board was no longer, if it ever had, directing 
its attention to the so-called fixed-base oper: ser who might make 
most of his money from crop dusting and other non-air-carrier activ- 
ities. The matter of deciding final policy was left open, but at least 
10 flights a month appeared to be proper in the Board’s mind, even 
under the old original nonscheduled exemption. 

At the same time the Board issued a proposed regulation entitled 
“Amendment No. 3 to Section 292.1,” which further supported the 
belief that the Board was then of the opinion, having in mind the 
new nonscheduled operators, that 10 flights was permissible between 
any points at any time and under any circumstances. But, in addi- 
tion, the Board went even further than the examiner had. It pro- 
posed permitting even more than 10 flights per month under certain 
circumstances. After defining nonscheduled operations in general 
terms, the proposal provided: 

























That an operation between two points shall not be deemed to be nonscheduled 
if the air carrier in fact operates more than 10 round trips per month between 
such points for a period of two consecutive months, except in cases where the 
air carrier can demonstrate that such flights between such points for such period 
were conducted as a result of unusual, emergency, or nonrecurring conditions, 
and that such flights did not result in the establishment of an operation conducted 
regularly or with a reasonable degree of regularity. 

This proposal quite apparently had in mind seasonal traffic demands 
which the certificated carriers might not adequately meet, such as sea 
sonal Miami traffic. It was ap parently to be our role to supplement the 
certificated air carrier services in a very real sense. We were still re 
ferred to as nonscheduled carriers rather than irregulars. The pro- 
posed regulation would require us to file tariffs just hke any scheduled 
air carrier, and it recognized specifically that we were operating 


“large transport type” equipment. 
On November 22, 1946, the Board issued another proposed regula 


tion, draft release No, 14, giving a general definition of irregularity 
and referring for further information to its opinion in the investi 
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gation of nonscheduled airlines under which 10 flights per month 
appeared to be proper at all times. This proposal again specifically 
recognized that we were using large transport type aircraft and again 
required tariff filings. The term irregular air carrier rather than 
nonscheduled is here used for the first time. 

Nonscheduled cargo and nonscheduled passenger carriers had both 
been operating under the old nonscheduled exemption limiting regu- 
larity. This draft release proposed to remove this limitation entirely 
with reference to the cargo carriers who had been flying at least as 
frequently as we had until this time. The regulation invited these 
cargo carriers to file for a certificate and by the proposed exemption 
would permit them to fly any place without limitation until 60 days 
after final decision in their certificate case. Board members before 
this committee have indicated that the irregular passenger carriers 
have generally not filed for certificates. I will mention this again 
later, but you will note that there was no invitation by the Board at 
this time to file such applications as there was in the case of cargo 
carriers. The new draft release provided for issuance of letters of 
temporary authority. Oral argument was held on this proposal, and 
in the meantime comments were submitted. On May 5, 1947, the Board 
issued its revised section 292.1, which created the two classes of ir- 
regular air carriers, large and small, and used a general definition of 
irregularity. This regulation specifically provided for me use of 
large transport type aircraft, required the filing of tariffs the same 
as a certificated carrier, and imposed other regulations on us similar 
to regulations imposed on the certificated carriers, clearly recognizing 
that we were, and would continue to be, engaged in substantial com- 


mon carrier activities. It provided also for the issuance of letters of 
registration to irregular air carriers. Specifically, the regulation 
provided as follows: 


Registration for eremption.—(1) Letter of registration required: From and 
after 60 days after the effective date of this section no irregular air carrier 
may engage in any form of air transportation unless there is then outstanding 
and in effect with respect to such air carrier a letter of registration issued by 
the Board: Provided, That if any irregular air carrier otherwise authorized 
to engage in air transportation pursuant to this section shall file with the Board 
within 60 days after the effective date of this section, an application for a letter 
if registration, such applicant may engage in such air transportation until 
such letter has been issued, or such applicant has been notified that it appears 
to the Board that such applicant is not entitled to the issuance of such letter. 

We had been operating mostly transcontinental with our six var -3's 
and a C46 all during the time that the revision of the regulation had 
been under consideration. The nonscheduled cargo operators had been 
doing exactly the same thing under exactly the same regulation. The 
new Tegulation exempted these cargo carriers entirely from any fre- 
quency ‘limitation in rec ognition of the fact that they could not operate 
economically under that limitation. 

Standard Airlines was the largest and financially the strongest 
nonscheduled air carrier at that time. We had a top caliber air- 
transport operation, catering to low-income passengers with fares 
roughly a third lower than those of certificated carriers. We were 
getting along beautifully with the Civil Aeronautics Administration 
and never had a safety violation filed against us. We had always had 
two objectives in mind. First, to operate on a sufficient scale to have 
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safe and economic service, and, second, to establish and prove the 
feasibility of low-cost air transportation so that we would have actual 
evidence of operations for use in a certificate proceeding. You will 
note that in this regulation, adopted May 5, 1947, there was no limi- 


tation on the number of flights. Limitation was only with reference 
to regularity. The explanatory statement accompanying issuance of 
the reoul: ation spec ifie: ally refe rred t a certain consent order which 
was in the following language: 


intended by this subparagraph to require irregularity in service be- 

uch points but not to preclude the operation of more than one or two 

in any given week, nor to prescribe any specific maximum limita- 

upon the number of flights which may be performed in any one week, if in- 

quency and irregularity of service is otherwise achieved through variations 

numbers of flights and intervals between flights and through frequent and 
xtended definite breaks in service * * 


This looked like a narrowing of our operating authority, but it was 
only in very general language. Just before the new regulation came 
out, Standard received a letter from the Board, and I rather imagine 
it was a letter that had been sent to many of the nonscheduleds at that 
time, It was w dated, but was apparently sent about April 30, 1947, 
and it said: 


m a study of » information furnished regarding Standard’s advertising 
ces and operations, it is noted that certain practices and the frequency and 
larity of operations closely resemble those from which the Board has for- 

ly ordered other noncertificated carriers to cease and desist. 
Accordingly, this matter cannot be considered closed until Standard has sub- 
mitted evidence of adjustment of operations and activities in such manner as 
ls orders regarding other similarly situated non- 

ted car 


1 May 2, Just a day or two eo we received another letter, along 


1 


oe sone of the nev wulation, which was to become effective 
10. This letter cont: jan the following language: 


In our previous letter concerning the above carrier which appears to have 
een undated through inadvertency, it was indicated that this office would expect 
the submission of additional evidence of adjustment of operations and activities 
such manner ¢ learly to conform to the Board’s orders regarding other sim- 
ilarly situated noncertificated carriers. In view of recent developments affect- 
Standard’s operations, the material thus requested may be dispensed with 


ng 


for the present 
ou undoubtedly know, the Board has recently promulgated a revision of 
2.1 of the Economic Regulations, a copy of which is enclosed for your 
This revisis becomes effective on June 10, 1947, and requires 
carriers to obtain letters of registration from the Board, which 
reafter are subject to suspension or revocation. Quarterly opera- 
eports are also required with the first such report becoming due on 

20, 1947 

Standard elects to continue operations as an irregular air carrier, the first 
report required under the new regulation will cover the period which would be 
reflected in the information previously requested by this office. Accordingly, we 
do not wish to require any duplication in this regard. In the meantime, how 
ever, it is assumed that any advertising and the representations made in the 


solicitation of business will rly indicate to the public the irregular character 


“iy 


of Standard’s operations 

We were operating six DC-3’s and a CO-46, just as we had been, 
mostly transcontinental, and as I have said, the new regulation re 
quired th: at we ap yply for and ere for the issuance of letters of 
registration unless it should ” — to the Board that we were not 
entitled to the issuance of such a letter. We filed an application for 
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our letter, as required under the new regulation, continued operating 
J as before, and sat back and waited, hoping we would get a letter of 
T registration. Previous to this time and in January 1947, at the Board’s 
specific request, we had filed with the Board a complete and detailed 
report of our operation for December 1946: in order, as the Board re 
f quested, “that the Board might determine the scope of our operat ion.” 
h Senator Durr. We will proceed with your statement at 10 a. m 
tomorrow. 

(Whereupon, at 12 noon, the subcommittee recessed, to reconvene 

= at 10 a. m., Tuesday, May 1, 1951.) 
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ROLE OF IRREGULAR AIRLINES IN UNITED STATES 
AIR TRANSPORTATION INDUSTRY 


TUESDAY, MAY 1, 1951 


Unirep States SENATE, 
SUBCOMMITTEE ON IRREGULAR AIRLINES OF THE 
SeLect COMMITTEE ON SMALL BUSINESS, 
Washington, D. C. 

The committee met, pursuant to call, at 10 a. m., in room 457, Senate 
Office Building, the Hon. James H. Duff presiding. 

Present : Senator Duff. 

Also present: Mr. Henderson. 

Senator Durr. All right, Mr. Weiss, we are ready to proceed. 

Mr. Weiss. I left off in my statement yesterday at the top of page 
17 and I have one point I would like to make before continuing with 
the prepared statement. 

I have here two articles recently published in magazines of wide 
circulation. Both have already been called to the attention of the 
committee and to the attention of the Civil Aeronautics Board. They 
attack the safety of the nonscheduled carriers. Practically every 
statement in them is false and their obvious effect and, therefore, their 
probably objective is to drive passengers away from the nonsched 
sarriers and thus to ruin the nonsched industry. 

Now it must be obvious to this committee that there exists a certain 
area of disagreement between the scheduled air carriers and the non- 
scheduled air carriers. Whenever in any economic situation interests 
are such that it would be natural to expect one interest to attempt to 
drive another out of business, any articles of the type here involved 
published in magazines or other periodicals of tremendous circula- 
tion are suspect. Now it is obvious and admitted that practically 
all of the statements made with respect to the safety of nonscheduled 
operations which appear in these articles are false. It is of record 
before this committee that the safety of the nonscheduled air carriers 
is better than that of the certificated carriers at least over the period 
of the past 18 months or so. It is also of record that the Chairman of 
the Civil Aeronautics Board has stated that it is likely that these 
articles were inspired by the scheduled air carriers. The timing of 
the publication of these articles was such as to coincide with the 
hearings before this committee. That two such articles would come 
out in consecutive months at such a time could hardly be pure accident. 
it should be noted that none of the information or data in these articles 
is currently newsworthy. They refer entirely to things which took 
place some 2 years ago. The question arises in any inquiring mind: 
why were they p ublished and by whom and for what puropse / 
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The nonsched industry has had its attorneys analyze these articles 
in an effort to determine whether it was advisable to institute suit 
against the publisher and others involved. These attorneys have ad- 
vised us that both articles have been written with the greatest care 
with respect to libel law. These articles, according to our attorneys, 
are written in such a way that although false statements have been 
made directed against our industry, vet these statements for the most 

rt remain outside the scope of legal restrictions. Nonetheless the 
inde istry is seriously considering instituting suit against Hearst Publi- 
cations, Cosmopolitan, and Esquire, Inc., publishers of the magazine 
Coronet. Is any more evidence required, to raise far more than a 
reasonable likelihood that the scheduled air carriers are responsible 
for these viciously false articles’ Who else would be interested in 
securing their publication ? And if no sper ial interest were interested 
in securing the publication of these articles—what author could se- 
cure their publication at this time in view of the fact that all of the 
data contained in them is some 2 years old? In view of the legal 
difficulties involved in maintaining any action against those respon- 

le for the publication of this material. 

I raise one further point on this matter: Under the Civil Aeronau- 
tics Act it is the Board’s duty to investigate matters which come to 
its attention which appear to constitute unfail trade practices. Now 
it must be obvious that there could be no more unfair trade practice 
than that of securing the publication of maliciously false data con- 
cerning a competing industry and causing dissemination of such 
information in periodicals of wide national and international 
circulation. 

Acquainted as I am with the Civil Aeronautics Board’s practices 
and policies and with their attitudes with respect to various seg- 
ments of the air-transport industry, I would say this: If there had 
been published in any periodical an article f: usely stating that sched- 
uled air carriers of this country are unsafe; if there had been pub- 
—— an article which implied that the pilots of the scheduled air 

‘arriers were frequently drunk while piloting their planes; if there 
had been published an article which referred to the scheduled air 
carriers as murderers; if there had been published an article which 
stated falsely “death rmdes the scheduled airlines”; then I would say 
that there would have been an investigation by the Civil Aeronautics 
Board. If the nonscheduled air carriers fly too frequently as has 
happened in the past, an investigation into the matter is referred to 
the Department of Justice for prosecution. 

If as has happened in the past, there is reasonable grounds to think 
that the nonscheduled air carriers have violated economic regula- 
tions governing their operations, an investigation is instituted for 
the purpose, as stated in the Board’s order, to determine whether 
the matter should be referred to the Department of Justice. On any 
grounds of morality and impartial administration of the law could 
there possibly exist a situation in which investigation by the Civil 
Aeronautics Board is more certainly justified and required than in 
this one? Now if there be any doubt on the basis of the facts I have 
given as to who might be responsible for these articles, we need refer 
only to Mr. Rentzel’s statement before this committee that these 
articles might well have been inspired by the scheduled carriers. In 
addition to our request that this committee lend its aid to this small 
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seoment of the air-tr ansport industry in an effort to determine the 
facts with seeped “ the publication of these articles, we also request 
this committee to qi uestion the Civil Aeronautics Board with respect 
to why no investigation has been instituded to determine whethe1 
there may be involved in this matter an unfair trade practice. W 
believe also that this matter should be referred to the Departm nit 

Justice for prosecution, 

Now, continuing with my paper of yeste rday 

We later filed a report of our operation for the ea er ending 
June 30. 1947. and in October we filed another for the th ‘d quarter ot 
1947. In January 1948 we filed our report for the fourth quarter 
of 1947. Thereafter, and on March 11, 1948, with all these reports 
in the Board’s possession, the Board issued to us our letter of regi: 
tration as a large irregular air carrier under the new regulation. 

‘Two months later. on May 20. 1948, and based on the reports of ow 
operation which the Board had in its possession, when it Issued oul 
letter ot reaistration, the Board issued an order oly Ine us 10 davs LO 
show Cuuse why our letter should hot be suspended ana revoked {ol 
flying too frequently. On October 4 it suspended our letter, effective 
immediately, by telegraphic notice. This order turned out to e 
unlawful, and it was reversed by the United States court of appea 
on May 2, 1949. In the meantime, and until this court decision, 
operated under the protection of a court order. Our revocation pro 
ceeding’ went forward, however, through hearing and other steps 
before the Board, and our letter Was finally 1’ voked hy the Bont 
effective July 20, 1949, for flying too frequently and regularly. The: 
can be little question that Standard had flown more frequently ana 
regularly than was contemplated by the Board’s regulation of May 
5, 1947. We were so advised by the Board’s staff. In faet, wi 
were advised by the Board’s enforcement stat! that if a large irregular 
carrier was making money it must be operating in violation of t 
regulation. This unofhiela | test became generally known through iit 
the nonscheduled Industry. By this ii of course, had a fair, 
large organization and a substantial investment. We had operated 
however, just as the cargo carriers ae as to frequency and regularit: 
and they had been granted a full exemption and invited to apply for 
certifie: ates ot pub lic conve nie nee and necessity. All ch Wine our ¢ 
forceme lit proceeding we made every conceivable etfort to vet the sam 
relief on a tempor uy basis pending decision by the Board on o 
certificate application. 

Now. with reference to the fili io Of certi ficate applic: itions by tne 
nonscheduled carriers, the point oe been made that very few of t 
nonscheduleds have followed th rough in efforts to secure certifieat 
The point of this argument is apparently twofold—(1) that we sim 
ply wanted to violate the regulations and make what might be referred 
to as a quick buck and then give up and get out, and (2) that we ha 
never wanted to assume any additional responsibilities that a cert 
eate mig hit Impose On Us. As the committee May know, ( 1 July 
LOAD. before we ever got into business, Atlantic Airlines. al COMPA 
headed by Sam Solomon, had filed an application for a certificate 
publie convenience and necessit\ to perform nonsubsidized 
service here in the East. His case was prepared in the greatest det 
as wood proof, statistical and otherwise, of the feasibility of his a 
coach idea as could possibly be submitted without a tually perform 
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the service. He, of course, had not actually operated this service. He 
had done precisely what Board members say the irregulars should 
have done and should now do, apply for a certificate of public con 
venience and necessity, as required by the Civil Aeronautics Act. I 
am told. and readi ly beli leve, and Mr. Solomon so testified before the 
Senate Interstate and Foreign Commerce Committee on oo 13, 1949, 
that he spent $200,000 in preparing and presenting his case before the 
Board 

In the Board’s final opinion in that case, after briefly describing the 
type of : alr-coach se rvice propos ed b Vv Atlantic Airlines, the Board 
dispos ed of its application in one page on the ground that other car 
riers might be adversely affected and that it was not convinced that 
Atlantic could operate W ithin its cost estimates. There was no addi 
tional proof that Mr. Solomon could submit. It was, in fact, impos- 
sible for him to prove his case to the satisfaction of the Board. In 
return for S200.000 spent attempting to secure a certificate, Mr. Solo 
mon was told that the Board was unconvinced that he could operate 
at his estimated costs. This decision was issued in February 1948. 
We had actually operated our air-coach service since January 1946. 
Our costs were known, and in view of recent air-transport history it 
cannot be said that the irregulars have mews rsely affected the certifi- 
cated carriers. We had always planned on having actual proof of 
the feasibility of our operation in the fous ‘of actual aieacnan over 
a considerable pe ‘riod of time. 

On July 28, 1948, we filed an - yplication for a certificate of public 
convenience and necessity and an application for temporary exemp- 
tion along with two other carriers which would permit us to operate 
regularly just like the cargo carriers had been permitted to operate 
pending Board action on our certificate application. We asked the 
Board to postpone action in the enforcement case against us until they 
should act on our exemption request. It was impossible to operate 
and stay alive as the Board then interpreted its regulation, as the 
Board had specifically recognized with respect to cargo operators 
inder the same regulation. We requested « oral argument on our ex 
en nption ap plication, and we were so con inced that we could pe rsuade 
the Board to grant our exemption, as it had the cargo carriers, that 
We ictually tendered our letter ot registrat tion to the Board for ean 
cellation and agreed Lo go oul of business‘ if the Board should decide 
after oral argument that it would not grant our exemption. 

The next Board action was on August 11, 1948, when the Board 
nstituted an investigation of irregular air carriers to secure evidence 
for reference to the Department of Justice for criminal prosecution. 
Dy September 21, 1948, however, there had been no Board action what 
soever on our request and no indication of any, so on that date we 

nm for expeditious action on our request. Finally, on 

the Board denied our exemption application without 

y oral argument. On November 15, we petitioned for 

‘ation, and the Board finally denied this on March 7, 1949. 

all this time the enforcement proceeding was going forward 

ickly as the staff could handle the matter, and we at the same 

vere required to defend ourselves against injunction proceedings 

. merican Airlines in the United States district court in New York, 
Se ngs 1n which the Board eee on the side ot American 


Airlines. During all this period the papers on file with the Board 





ROLE OF IRREGULAR AIRLINES 203 


show that Standard’s sole objective was to get a certificate, to stay in 
business in the meantime, and to settle the air-coach problem. Stand- 
ard was the biggest and strongest irregular air carrier, and at this 
time in these various proceedings more or less stood as representative 


of the industry in an attempt to get favorable action from the Board. 
We were pushing the Board as hard as we could for some sort of favor- 
able action relative to ce tification. It could probably be said of 
practically every large irregular that was doing any substantial trans- 
portation service that it was in violation of the Board’s regu! 
the Board interpreted it, and that the V coul re t have conti 
erating within the Board’s interpretation. The cargo 
done exactly the same. 

On February 17, 1949, the Board issued an orde1 

International Service in Hawaii. This order h: 
the Board on November 29, 1948, just > days after 
reconsideration of our exemption den | and about 2 month 
the Board had indicated that the ao ee question would be 
submitted to the Department of Justice for crimina! prosecution. In 
the Hawaiian case, a single irregular air carrier, Trans-Pacific Air- 
Li hs ad app lied for a certificate oft public convenience and hecessity 
to operate 1n Hawaii. It was the sole applicant, and the Board eranted 
its application. This applicant as an irregular, however, had flown 
more frequently than the regulation permitted. It had, therefo re, 
violated the regulation. Although the language contained 
Board’s opinion in this ease, which I shall quote, was unnecessar 
the Board’s decision in that case. it had aly ¢ bvious effect on Standard 
Airlines and the other irregular air carriers who were seeking favor- 
able action from the Board in certificate proceedings. The opinion 
contained the following language: 


ne, 


There is no defense for a carrier which accepts the Board's aut} 
and pretends to operate irregular air services while it engaged 
lar scheduled air transportation. 
Nor may such violator plead that his violation 
a worthy objective. We do not intend to reward 
tificates of public convenience and necessity to ¢: 
illegal operations for the alleged purpose of developing evidence 
need for the service. As against other applican Vhich had proved 
ness for the performance of a proposed service, tor 
in a certificate’ proceeding burdened with 
cunistances would be inimical, if not fatal, t 
After the Hawaiian case opinion, 
than the fact that Stand ird Airlines 
done more to develop air coach se ry ice 
earried the fight against the Board a 
whatsoever to secure a cert) i 
stan dard Airlines and other 
were originally 19 applicants and, 
further action by the Board v 
aaacaced would never have 
case, Che Board, on June 
Standard’s Letter ot Re S1g 
ei ; 
of its type ever Lbvt 
release it stated: 
rst action revoking a 


» Board stated that 
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course of action in the past ‘“‘convinces us that no action short of an order of re 

vocation will succeed in eliminating the illegal services which respondent has 

stubbornly persisted in conducting. Its deliberate purpose to violate section 401 

(a) of the act and section 292.1 of the regulation, as revealed by the record, ad- 
mits of no other conclusion.” 

imultaneously, the Board announced that is was requesting the Department 

stice to institute criminal proceedings against Standard under net mg WO2 

This section makes any person who knowingly and willfully vio 

t or any requirement thereunder guilty of a misdemeanor, pialadenhte 

ne of $500 for the first offense and up to $2,000 for any subsequent offense. 

When this was issued, it was fairly clear that Standard Airline or 
anyone connected with it would never get a certificate from the Civil 
Aeronautics Board. So. to conclude this aspect of the case, we got 
nto the business in the belief that we could operate and make money 
as a nonscheduled airline, a reasonable assumption in view of the ex- 
istence of a regulation which conte mp! lated nonscheduled air carrier 
operations which could presumably be conducted profitably. We got 
into the business also in the be lief that we might later secure additional 
operating authority if our service proved economically feasible and if 
it filled a transportation need of the country. As it developed over 

Lt per 1iod of some 3 year’s or so, We were W rong on both counts, 

Within the regulation as later interpreted and enforced by the 
Board during the recent past, commercially profitable operations 
were in fact impossible and they are even more impossible under the 
present regulation. We were foreclosed from any consideration, as 
were many others, in any certificate preceeding, in view of statements 
made and actions taken by the Board in collateral proceedings. We 
had advised the Board in every conceivable way of the box we were 
in. We had two alternatives—to continue operating and violate the 
Board’s interpretation of its regulation, or go out of business. We 
sought the same temporary relief that was granted the cargo carriers, 
and for the same reasons. We were denied every request and were 

later labeled criminals DY a Board press re lease. 

The Board members profess to want to help the irregulars and have 
stated that the irregulars are an important segment of the industry, 
which they agree must be preserved. I believe that Mr. Rentzel has 
said that they are a leavening agent, contributing ‘eee quite 


4 


substantial to the benefit of the industry. Bearing on the Board’s 
attitude during the past year are the various actions taken by the 
Board in renewing or denying renewals of irregular air carrier 
operating authority. 

On May 25, 1950, the Board adopted an opinion in which it formu- 
lated three policy decisions. Applications for renewals of irregular 
authority would be denied for (1) flving too frequently, that is, for 
operating a route-type service; (2) for flying too little, that is, for 
failure to operate for a period of 1 year; ‘and (3) if renewal should 
be granted it would be subject to the three-trip, eight-trip limitation 
which, in the opinion of the entire industry, in fact makes operations 
absolutely impossible. 


Board members have stated i 1 support of their position that 
they are permitting proper ceaelar air carriers, that is, those who 
are apparently sine ng as they wish them to operate, to continue 
oper: ating, and the Board has pointed to the faet, in support of its posi 
tion, that some 13 app slications for renewals have been eranted. A 
olay ce at the facts concerning the « “arriers whose ap plications have 
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been oranted discloses clearly the Boarad’s real Intention and disclose 
that the Board oes not propose to grant an ap plic ation to any carriel 
who is interested in performing any substantial transportation servi 
vhatsoever. 

Johnson lying Service, of Missoula, Mont.., was the first re 
eranted, on May 25, 1950 (order No. E-4246). As the Board’s 
show a the appli ‘anit engaged In nonecarrier activit | 
service, fire fighting, crop dust Ing, and insect spr 

December 351, 1947, a perl nl « months, 
and carried Sd passengers, Quite oe 
small nontran sport type aireraft, In the : 
SO flights, of which only 9 were with large airer 
erated 44 flights, of which only 4 were with larg 
first quarter of 1950, it operated tWo i i@hts, but the Bos rd’s 
do eS hot disclose whether these were | i la reve Ol small urecratt. 
Board found 1 hat there was a need Se eee S service. 

On February 15, 1951, by order No. E-5137, the Board granted 
renewal to Unit Kxport Co. Inc. The Board’s order in 
shows that Unit uses one leased C-—46, and the order conta 
following: 

The carrier’s reports also show that its air transportation during the 10 
month period ending December 31, 1949, was auxiliary to its export business, its 
income from the former having been less than one-fifth of its total income 
approximately $35,000. However, during the 7-month period ending Septet 
50, 1950, Unit’s income from air transportation was over three-fifths of its t 
income of approximately $5,225, 

The flight and statistical reports filed by Unit show that its flights ha 

to the interstate carriage of property between points in the 

* the United States and foreign carriage of property between such 

aitin American points. Unit has not Saute engaging in overseas 
transportation and has transported passengers only once, a flight from 
Kla., to Newark, N. J., on Mareh 15, 1948. Its most frequent operation betw 
any pair of points was its cargo service between Miami and Habana, 
which consisted of 15 flights during the second quarter of 1950 and 22 
during the third quarter of 1950 

I do not think this is the type of t ransportation Mr. Rentzel 
of as mene a jeavening agent in the industry as a whole. 

On May 10, 1950, » Board eranted a renewal to America 

by order No. E4825. The Board’s ord 


thre 
1D xport aA Import Co. 
conta ined the following: 


The applicant states that it operates a large aircraft maintenance 
and aircraft-parts-supply base In conjunction therewith its four 
aircraft are for the use of its customers when their aire raft ai ! 
hauled, for the training of pilots, for lease to other carriers or persons 

regular carrier operations. 

The quarterly flight and statistical reports filed by Aaxico for 
January 1, 1949, to June 30, 1950, show that in this period the carrier ope 
n2 flights, carrying cargo only in overseas and foreign air transportatio 
total carriage in this period was 100 tons of cargo or 118,301 revenne 
ton-miles It served 26 different major points and did not serve any 

ts more than eight times in any quarter during this period 
o's flight reports show that prior to 1049 it engaged it 
transportation of persons and property, 


When the Board members state that they are try 
nonscheduled carriers, they apparently mean to con 
type of fixed base operation. Based on the actual acti 
in se oo this type of appl licant for renewals, and / 
which have been performing substantial services for several yea 


S4289 i 
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is quite obvious that it has been in fact the Board’s intention to effec- 
tively eliminate all low-cost air transportation of the type the irregu- 
lars have deve loped and to eliminate all of the carriers that have devel- 
oped that service and would continue to furnish it. The Board has 
gone back to 1938 and to what it conceives the situation to have been 
at that time. This position seems a little unreasonable in view of 
developments since that date. 

| think the Board has obviously held a biased view against any 
new trunk line applicants and thus anal small business enterprise 
whether air coach or otherwise. I have become quite | vhilosophical 
about it, however, and I want to make it very clear that I do not 
criticize any individual Board member for taking such a view. So 
far as I know, in spite of our own unfortunate treatment at the 
Board’s hands, every Board membe ‘Vr, now or pre ‘viously, has honestly 
believed that he has viewed every applicant without partiality. I 
certainly know of no instance in which a Board member has inten- 
tionally acted unreasonably or unfairly. 

The answer, I believe, to the biased attitude of Board members 
igainst new developments in passenger air transportation les not in 
any — omings of members, but in the shortcomings of the regula- 
tory set-up. There are five men on the Civil Aeronautics board. 
They were appointed for 6-year terms and may be, and quite generally 
have been, appointed for ad fitional terms. There are only 16 cer- 
tificated domestic passenger trunk lines which really constitute the 
airline industry. ‘The same companies which received grandfather 
iia in 1988 under the Civil Aeronauties Act, only 16 major 
companies, are being regulated by 5 men. These 16 companies obvi- 
ously favor the present regulatory set-up and oppose the entry of any 
new trunk-line carriers, especially those who seek to operate without 
mail subsidy. These companies, especially the largest of them, are 
economically and politically powerful. 

Reflect for a moment on how different this is from the situation 
which exists with reference to other regulatory agenceis. The Sec url- 
ties and Exchange Commission, Federal Trade Commission, and the 
Interstate Commerce Commission, for example, do not regulate a 
small group of companies, but concern themselves with a broad seg- 
ment of industry. There is no little group of 16 companies being 
i" i; wee “l—a little but power ful group, in constant contact, formally 

nformally, with the 5 men whose duty it is to regulate them. It is 

nevitable in such a situation that the members of such an agency 

come to view the problems of air transportation in substantially the 
me light as they are viewed by the industry. 

For any Board member under these circumstances to take a position 
stro! oly sup porting the e1 netry into the field of nonsubsidized air-coach 


operators on an irregular or any other basis would require independ- 


ence ot a hich orde! 
TI isa further consideration. These same five men are in creat 
‘architects of the country’s route plan and they determine the 


of mail pay which the existing carriers shall receive. They 
ponsible to see that mail pay is as low as it can properly be. 

Being re spons ible. however, for the financial support of the certificated 
industry, it is most unlikely that these same five men would favor 
try into the field of competitors if there is any possibility that such 


competition might work to the detriment of and thus toward higher 
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mail pay for the certificated trunk lines. This problem was not pres- 
ent to any substantial degree in the air-cargo case. Cargo revenues 
of the certificated carriers were infinitesimal. 

I want to be very clear, and so repeat that I do not even suggest that 
any Board member is doing other than what he conceives to be his 
proper duty as he sees it. Were I a member of the Board without my 
own peculiar knowledge of air transportation I have little doubt but 
that my philosophy might well accord with that which has always 
been the p hilosop! ly of the Board. I do not know the answer to this 
problem, but I do think that at the very least members of the Civil 
Aeron: vuties Board shoul | not be reappointed after se rving one term. 
There might then be somewhat greater independence of thought and 
a more open-minded approach, especially in fundamental policy ques- 
tions concerning air tr: insportation., 

In this connection, I was amazed to hear two members of the Civil 
Aeronautics Board. who have only been on the Board fora very short 
time, testify before this committee, first admitting that they know 
nothing about air transportation, and, secondly, stating that tl 
favored the hew regulation which has bee n referred to asa ce ati Li 
for irregulars. Knowing nothing of air transportation, how could 
they possibly form a sound opinion on so fundamental and contro- 
versial a question ? 

I think new members on the Board should exercise great care in 
determining fundamental air-transport problems for themselves by 
independent study and research. 

There is under the preseiit set-up an inevitable identity of interest 
on the part of Board members and the subsidized air carriers. It is the 
fault of neither the members nor tie industry. AsI say, it is inevitable 
under the existing circumstances. 

Both must inevitably lean toward opposing any new ent y into the 
field. The Board has what amounts to a duty to see that as subsidized 
carriers are financially sound, and the existing certificated carriers are 
very much in favor of being kept financially sound, even through 
increased mail pay whenever that is necessary. 

Gener: ally, the air-coach operators would oper ite at lower fares on 
7 ‘ theory that b rv doing so they can greatly increase aie pl iblie use of 

‘transportation and thereby contribute to substantial improvement 
IT) <i air-tri Msport service of the country. The Board and the sub- 
sidized carriers believe that this might result in competition with the 
subsidized carriers, competition which might reduce the pa 
revenues of these carriers and result in need for greater mail 
something the Board and the subs} di ized carriers wish to avol L. 
in fact, is the real and the only reason for op position to the 
operators. It is fear of real competition. Fear that the fi 
stability or subsidized earrie) Sw i}] be adversely affected an 
tional mail pay may, therefore. be ee a Such a re 
reflect adverse Ly on the Board and the certificated carrier 

Both the Bo: rd and the subsidized carriers saeiatt ray 
ine relative lv mon \opolisti ; system not because that system 
sarily result in th e be ST SOT) vice to the public, but hee: u 
tion lies the surest protection against competitir 
ceivably reduce passenger revenues of subsidized carri 

Now. the committee is interested in know Ing whether the 
of our irregular air-carrier industry has in fact adversely 
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air-transport industry of the country. By the air-transport industry, 
of course, 1s meant the ce rtil fied ec arrie rs. 

On this que stion a ere can hi rdly be a se = lance of doubt as to the 
answer. Whether we have _ rated legally or illegally, and whether 
under all ot the eee umstances t hi as bee ‘mn reason rable or unreasonab le 
that we have continued to operate, we have contributed substantially 

» advancement of civil air transportation in this country. The 

public, the military. and the industry itself have all benefited from 
our operation and its effect on air transportation generally. I do 
not believe that even any member of the Board would take a contrary 
DOSITION. But let me re fe r to some of the glaringly apparent facts 
which disclose so plainly that we have been a foree, and a potent 
though small one, for favorable development of our air-transport 
sVstenm.. 
’ First of all. we could not possibly have substantially adversely 
affected the air-transport industry because we have been too small 
to have » hi: ud suc h ane ttect. The Board’ S regulations have | peen etfec- 
tive in preventing any great growth in our operations. For the year 
1950, according to figures given to this committee by Mr. Rentzel, 
the irreguiars carried 2.8 percent of the number of passengers carried 
by the certificated carriers. He agreed that 25 percent of this, or 
seven-tenths percent, might represent diversion from the certificated 
carriers. No one could possibly sustain the position that our efforts 
did not increase the total passengers carried by at least this infini- 
tesimal amount. 

Consequently, there could hot possibly have been any het diversion 
at all in the sense of our taking passengers that the certificated car- 
riers would otherwise have carried. In fact, it is obvious that as a 
result of our popularizing air-coach and low-cost air transportation 
we have increased the total number of passenge rs carried by far more 
than the seven-tenths of 1 percent that it is alleged we might theoreti- 
cally have « liverted from other carriers. The number of passengers 

‘arried by the certificated carriers hi: as substantially increased, in fact, 
as a result of our new approach to air transportation. Certainly the 
certificated carriers dur ing the peri 4 of our operation have come out 
of a pe r 10d ot subst i ntl al loss into one of un precede ‘nted profits. Some 
portio m of the credit ms: iV be ours. 

The run from San Francisco to Los Angeles is all in the same State. 
and, being within one State, the Civil Aeronautics Board has not 
undertaken to stop air-coach operation there on a scheduled basis. 
The result is simul: i to wh: at coul | be done tr: anscontinent: ally or be 
tween many points in the country. Rather than some 20 percent of 
total tratlie ¢ foing by air, 6O percent of it is by os the only place in 
the country where anything like this figure has been attained. 

Mr. Rentzel has stated that low-cost tr: sportation can only he 
profitable where there is a long haul or high det isity. This alone is 
obviously no reason 2% not i cashing low-cost tr: alsport: ition when 
conditions are such as to justify it economically. This is obviously 

relative matter, hte on both « ‘counts. How long : a haul ana how 
dense must the traflic be to justify low-cost air transportation / 
Be lieve me, the Board does not know the answer. Thev cannot know 
it until some experimenting is done. The irregulars could continue 
this experiment under proper regulations. But let us look at the 
possibilities. There are trains runnine between most cities in the 
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United States where any common-carrier transportation is needed 
and there are people riding on them. If an airplane operates between 
the same points at twice or more than twice the train fare, it will 
certainly not get as many passengers as it will if the fares are the same 


or more nearly so. 

Let us assume that a feeder supported by mail pay now operates at 

fare of $20 and the train operates at a fare of $10. ‘The air carrier 
averages 5 passengers or $100 total revenue, and carries 10 percent of 
the total passenger trathe of 50 passengers, or » passengers, If the 

fare were reduced to, say, $12, is it inconceivable to assume that 
the plane would up its average load to 9, 
out of the 90 pe reent or 45 wore hgers eon 1g by rail, If planes carry 
OU percent of total traffic between Los Ange les and San I’ranecisco 
where rates are low, why would they not carry a comparable propor 
tion between many other points? If they would, the total revenues 
of the certificated carriers under reduced rates would probably be 
greater than they how are, 

The position of the Board is that high profits from the lucrative 
routes must be used to support the loss routes. If the costs of the 
certifies ite “| C arrie rs are the same as Ours and the re is no eood reason 
why the sy should not be for compari able tr Insporli ition- they should 
make a eaaals le profit on their transcontinental flights charging 
S99 one way just as we do. But = ‘vy charge $156 on their regular 
flights, of which $57 should be clear profit over and above a reason- 
able profit. ‘This 857 plus mail pay, wether subsidy or compensatory, 
the Board contends is necessary in order to support certificated serv- 
ices Where the traflic is insuflicient to support air service. 

This is really an unsupportable tr ansport: ition policy and run 
directly counter to the basic transportation policy underlying our 
entire transportation system. It has always been our transportation 
policy and it is written into every transportation act, including the 

Civil Aeronautics Act, that regulation should be such as to recog- 
nize and preserve the inherent advantages of each particular type of 
transportation involved. 

It is obvious and known to everyone that air transportation is par- 
ticularly adapted to long-haul operations. Yet the Board’s position 
requires every passenger traveling long haul to pay $57 in excess of 
the cost. of service plus a cood profit in “order to support air transpor- 
tation where the traffic does not require it and where the result can 
only be to the damage of bus and railroad operators—the form of 
transportation probably best adapted to handle much of this type of 
traflic. The irregular operators further a policy of letting air trans- 
pape ition expand and grow with respect to the type of traffic to whic! 

4 ‘ansport is best adapted. 

. Rentzel also has stated that our costs are lower because we need 
ag ‘ unless we have full loads. Of course, it is true that we need not 
fly unless we have full loads—we need not fly at all. But this has not 
been our practice. When irregulars set up a flight it flies, weather 
permitting. It is true that load factors are high, but no higher, and 
in many cases not so high, as those of American and TWA on their 
coach flights. I have here a comparison of load factors for several 
months through September for American Airlines, TWA, and a larg: 
irregular, North American Airlines. 


an increase of 4+ passengers 
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Transcontinental run 


| 


American TWA North 


American 





| | 

Year 1950 Percent Percent Percent 
April ; ~eatne ek armed 85. 34 |... ; 70.8 
May...- Sere a ee : -. OO 4 in ccs cexeee 68. 6 
June : i ee q area 94. 06 89. 38 81. ¢ 
July ~ Sess ; all ad 90. 54 9. 07 78. { 
August Se cid 7 Soe 92. 33 88. 95 87. 7 
September._....-..-. . dahaleans oe: 90. 73 85. 88. 


Average 5 . le pe eee ‘ 5 90. 41 . 2 79. 38 


The average for American for April, May, June, July, August, and 
September was 90.41 percent. The average for TWA for 4 months, 
June through September, which was the beginning of their air-coach 
oper: ition, was 88.23 percent. 

The average for North American, the large irregular, for the months 
April through September, was 79.38 percent. 

American was higher every month than North American and TWA 
was higher every month ex¢ ept September. The load factors of the 
certificated carriers are also high enough to show that they are giving 
inadequate air-coach service. 

As a matter of fact, it is almost impossible to get a reservation on 
either TWA or American coach flights less than 2 to 3 weeks in 
advance. 

With respect to Mr. Rentzel’s comment to the effect that the irregu- 
lar air carriers do not have the expense of certain communications 
equipment, I would point out the following. 

I assume that he is referring to the fact that the irregular air car- 
riers do not have their own ground radio equipment for use in ground- 
air communications. For this purpose the irregular air carriers use 
the Civil Aeronautics Administration communication facilities. ‘This 
type of ground-air communication, although not adequate in 1938 
when the certificated carriers commenced operating under the Civil 
Aeronautics Act, is fully adequate today, thanks in great part to Mr. 
Rentzel’s excellent work as Administrator of the Civil Aeronautics 
Administration, for every purpose having to do with safety of opera- 
tions. The certificated carriers have available and use the same sys- 
tem, although they also own their own good radio equipment for com- 
pany purposes. 

As to dispatching systems, it is no longer true that the irregulars do 
not havethem. In the early days irr regular pilots acted as dispatchers. 
This proved impracticable. In view of the few flights irregulars make 
out of each point, dispatcher cost, based on monthly salaries, is even 
more burdensome to us than to the scheduled carriers. The certificated 

carriers have the great cost advantage of many flights per day into and 
out of points they serve. Costwise this ability to ‘spread costs is of far 
greater importance than any of the cost advantages Mr. Rentzel has 
mentioned. 

Mr. Rentzel’s other comment as to reasons why we can operate at 
lower costs is correct as to some nonscheduled operators, but not at all 
as to others. He pointed out that nonscheduled carriers can lease 
equipment for as little as $300 a month from the military. This is the 
rental figure applicable to a military C-46, some of which are in use by 
some nonscheduled carriers. 
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As I pointed out, however, Standard Airlines owned all of its equip- 
ment and secured it at the same prices at which other carriers secured 
theirs at the time. 

In addition, the larger nonscheduled carriers operate DC—4’s, some 
of which were purchased and some of which are leased from the mili- 
tary. The military rental figure is $5,000 per DC-4 per month, about 
the same as depreciation over a 5-year period, based on a purchase 
price of $300,000. This, I believe, is comparable to the situation with 

respect to the certificated carriers. With respect to larger and more 
expensive modern equipment, such as the DC-6, I believe the lower 
seat-mile cost would actually be a net cost advantage to the certificated 
carriers. Our industry, of course, has no equipment of this type. 

But, regardless of the reasons why we are able to offer lower fares 
on the routes we serve, the fact remains that those are the routes where 
wir tr: ansporti ation is most needed, to which it is best adapted, and 
where it can be profitably conducted without direct Government aid. 
It is transportation which, if offered at low faves, will obviously result 
in use of the greatest number of planes, a proper industry objective. 

Under the present regulations which would limit flights to three 
between wales points, economic and profitable operations are in fact 
impossible. 

In the operation of any air-transport system there are necessarily 
certain fixed expenses, regardless of the scope of operation. I shall 
not attempt to indicate what all these are, but as examples, there is 
personnel at each station engaged in ground services, including in 
the case of large irregulars ground personnel such as dispatchers, 
aircraft handlers, sales-oflice personnel, and passenger-handling per- 
sonnel. ‘There are fixed expenses, such as insurance, premiums for 
which, by the way, do not vary with the amount of flying. 

Insurance premiums on a single DC-—+ hull and passenger and 
public lability and property-damage insurance amounts to approxi- 
mately $65,000 per year. There is, of course, depreciation on equip- 
ment which is fixed in amount regardless of the scope of operation. 

There are interest payments on funds borrowed and invested in 
aircraft. There is a fixed minimum to overhead expenses regardless 
of the scope of operations, including accounting, executive, legal fees, 
without which, by the way, we have found we cannot operate at all. 

There are many others too numerous to mention, but I am sure the 
principle is clear that our unit costs necessarily increase tremendously 
with substantial limitations on the scope of air-carrier operations 
which we may be permitted to do. 

Under the Board’s recent regulation limiting irregular air carriers 
to three flights between major points and eight flights between others, 
the total size of the operation which a carrier can perform is necessarily 
too limited to permit a proper spread of these costs. A substantial 
portion of our fixed costs are incidental to the specific segment over 
which we may operate. It must be apparent to anyone that such fixed 
costs become impossible to support with a three-flight limitation over 
those few segments which could support far greater service. 

Flights of over 8 hours require crew changes en route and it is, 
therefore, necessary to base additional crews at some point midway 
of any such proposed flight. These crews are maintained on a per 
diem while away from their home base and the salary continues. It 
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is also necessary to maintain adequate dispatch personnel at all ground 
stations from which our planes may depart. 

It is necessary to maintain sales personnel at ground stations served. 
No airline could afford to pay these personnel on a monthly basis 
which is essential and only actually avail itself of their services 3 days 
out of a month. The Civil Aeronautics Board, I am sure, has not 
adequately inquired into the matter of the maximum limitation on 
our type oper ation which would permit of a reasonab lv economical 
spread of these fixed costs. This matter raises many detailed prob- 
lems which cannot be : adequ: itely explored here before the committee. 
Adequate analysis of them requires background in air-carrier opera- 
tions, and the proper answer would require substantial investigation. 

Now, why should the irregulars be permitted to continue operating 
on some reasonable basis? I say, first of all, because they have been 
and still are a potent force for favorable developments in the industry, 
with respect to the public user, the industry, and the military. 

In 1946, when the certificated industry could not handle available 
traffic, the existence of the irregulars met a very real transportation 
need of the country. No one bothered us then. We get no subsidy, 
and our efforts have therefore always been to reduce costs to a mini- 
mum. This isa favorable factor in the industry. We are competi- 
tors, but only to a very limited degree, first, because of our small 
size, and secondly because our major effort is directed to developing 
a type of traffic in which the certificated carriers have shown lhttle 
interest. Whether we continue or not to carry the proportion of 
traffic we now carry, will have no effect on the Board’s ability to 
control the industry fare structure. We are too small to affect that 
control, 

We perform a real service for the low-income people of the country. 
We cannot harm the certificated industry—again, we are too small. 
We constitute a group of equipment and know-how without commit- 
ments and are available at a moment’s notice for military requirements. 

With reasonable operating authority and proper regulation we offer 
no problem to anyone. We have contributed specific benefits to air 
transportation which resulted from the fact of our total dependence 
on our own resources. The nonscheduled air carriers developed the 
drop-down door. We used it early in our operation. It reduced 
certain costs significantly. Standard first had passengers handle 
their own luggage. We originated the air-coach idea, which now 
at least one certificated carrier claims it originated, 

Judging from the amount of advertising of air coach by the cer- 
tificated carriers, it must have public appeal. More people are flying 
by far than would be but for air coach. We are mostly veterans 
who, I am sure, entered this business in the best of faith. never having 
any idea of the problems that lay ahead. In reasonable fairness, if 
we harm no one, and perform a good service, I believe that this indus- 
try is entitled to consideration enough to merely permit it to live. 

Now, Board members have adopted the concept route type service 
and state as their belief that they cannot legally permit us to perform 
any such service. Earlier proposed regulations clearly contemplated 
such a service. Ten flights a month or more on a seasonal basis would 
be such a service. A review of the Board’s exemption orders and opin- 
ions will disclose to any observer the actual fact that the Board has 
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granted and denied exemptions on a basis of unfettered discretion. 
If it wishes to grant one, it does so, and if it does not wish to grant 
it, it denies it. The exemption granted the cargo carriers permitted 
them to operate a regular service. The situation was identical to that 
ot irregular passenger carriers, If the Board SO chooses, It can grant 
Whatever exemption it hkes without running into any legal difficulties 

L think the solution to the problem is not really too difficult. The 
irregular industry now carries about 2.8 percent of the passengers 
carried by the certificated carriers. 

This cannot harm the certificated industry, and the nonscheduled 
industry could be permitted to operate in such amount as would permit 
it to continue to carry approximately this proportion of total traffic. 
Of this traffic, actually none is probably net diversion. In return fo! 
no harm to anyone, there will then exist in the passenger air trans 
portation field one small seoment of the total industry dependent 
entirely upon its own resources, a potent force for good management 
and new ideas of benefit to the entire industry, furnishing low-cost 
transportation to those who cannot afford more costly service. Th 
segment of the industry will be available at a moment’s notice for 
military purposes. 

A possible compromise regulatory arrangement could limit the num 
ber of aircraft which could be used by any operator. A limitation 
even toa single aircraft would be a far better method than the present 
regulation limiting to three flights and eight flights between certain 
points. 

Another alternative along the same line as the Board’s present think 
ing could simply raise the number of flights to about 10 or 12 between 
all points. 

A third alternative and one that would appear to be a minimum 
allowance, if any reasonable plan IS adopted, would limit an operatol 
both to a single plane and to 10 or 12 flights between any points. 

These are all workable plans, and the Board’s job would be to 
select the most feasible and adjust the number of flights so that the 
industry asa whole would continue to perform approximately the same 
proportion of total air transportation as it does today. 

The minimum amount that the Board should allow, if they 
allow change in regulation should be at least reasonably adeq 
utilization for one airplane. 

I want to thank the committee for this opportunity to express mp 
own views on the various questions involved in this very controversial 
matter. 

Mr. Henperson. I would like to ask a couple of questions. 

Mr. Weiss, do you feel it would be economically feasible for cLTL\ 
operator to operate DC—4’s and DC-3’s and C—46’s under the limita 
tions imposed ¢ 

Mr. Weiss. I think it would be economically impossible for a DC-4 
or DC-3 or C46. They are all large transport aircraft. The onl 
proper way to operate ison a hig@h-utilization basis. 

Mr. Henperson. You said your unit costs would rise considera 

Mr. Werss. That is right. 

Mr. Hi NDERSON,. You could ho longer offer a low-cost service / 

Mr. Weiss. That is right. ~You absolutely could not. You vw 
have to dispose of your equipment. ‘The cost of keeping it up w 


= 
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be prohibitive. It would be unable to obtain the traffic. Until some 
sort of service is offered, there is no way of developing any traffic 
at all. 

Mr. Henperson. You believe that the Board feels that there is no 
place for the irregular carrier? 

Mr. Weiss. They are just giving it to us in easy stages before they 
cut our throats. That is about the size of it. 

Mr. Henpverson. You suggested that they might limit the number 
of flights per aircraft rather than entire lines. I believe American 
Airlines has eight DC—4’s. If you hmit them to 10 flights a month 
between Los Angeles and New York per plane, they would be able 
to make 80 flights in total. 

Mr. Weiss. Not necessarily, no. They might limit a carrier to the 
number of aircraft. In other words, say, “You can have one airplane 
or two airplanes or three sr ctinpeet 8 and then limit that number to 
whatever they think would be a satisfactory amount, and then allow 
them so many flights here per aircraft. 

Mr. Henperson. I believe in the early part of your statement you 
said that a flight limitation applied, that the CAB was countenane- 
ing a little amount of sin, but not too much. You believe some flight 
limitation would be acceptable ¢ 

Mr. Weiss. That is right, I really do. 

In other words, you cannot let the irregulars run a scheduled opera- 
tion in competition with the certificated carriers but they could cer- 
tainly allow enough to make it economically possible for an irregular 
to continue in operation on some sort of a limited basis such as 10 or 
i2 flights per month. 

Mr. Hennrrson. You used the word “competition.” Do you feel 
are in competition with the scheduled airlines between Los Ange- 
les and New York? 

Mr. Weiss. Apparently the Board does. 

American Airlines spends a lot of money trying to get us out of 
business by fair means or foul. 

Mr. Henpverson. Do you believe you are competing with them ? 

Mr. Wess. Not necessarily. I believe we are developing a new type 
of travel. As I testified, about 50 percent of our passengers were 
first-riders. 

According to Mr. Patterson, president of United Airlines, who also 
ran a survey, he stated his survey showed that only 5 percent of the 
people who rode on the nonscheduled carrier would have taken his 
line, so according to his survey there would be a 5 percent division, if 
that were true. 

Mr. Henperson. Do you favor a regulation limiting the type and 
quality of service given by irregular carriers? I noticed an adver- 
tisement in the New York Times for North American Airlines, ad- 
vertising a luxury service. 

Mr. Weiss. I think it is rather difficult to limit the type of service. 
For instance, the nonscheduled air carriers in their DC—+ have any- 
where between 70 and 80 seats, whereas the certificated carrier on their 
same DC—4 would have, on their regular fiights, about 50 seats or 
{4 seats. 

TWA has S1 seats in their Constellation. American has 70 seats in 
their DC—6 coach aircraft. It is rather difficult to limit the type of 
aircraft. Ido not believe you could. 
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The only thing would be the limitation of the space as regards the 
number of seats. Naturally, when you increase the number of seats 
you decrease the amount of leg room. That is about the only difficulty. 
It would be difficult to draw that line of demarcation. 

Mr. Henperson. I think you offer one-stop service from the west 
coast to Chicago: do you not ? 

Mr. Weiss. North American does not offer one-stop service. They 
make two stops—Chicago and Kansas City. 

Mr. Henperson. The time involved in a 14-hour flight or 15-hour 
flight, a lot of people would not want to save that money for the 
discomfort, L imagine 4 

Mr. Weiss. I believe we should give the best service we possibly 
can, rather than to try to knock it down. 

After all, when a person pays $99 for a ticket to the west coast, that 
is $100 and he ought to get something, at least the best we can offer. 
If we can fly it in a DC-4, which is, of course, approximately 10 years 
old as compared to the Constellation which is, according to American 
and TWA—the Constellation which TWA has and American’s DC-6, 
which they Say is the finest in luxury transportation, they also use 
the same thing for their air coach. 

Mr. Henverson. Do you know how much equipment North Ameri 
can has? 

Mr. Weiss. I know they do not have eight DC-4’s. They have four, 
I believe. 

Mr. Hi NDERSON. Do they have other equipment ¢ 

Mr. WEIss. They have other equipment leased, DC 3's, 

Mr. Henpverson. They would be willing to accept the restriction ? 

Mr. Weiss. Oh, yes, sure. I think all the carriers would be willing 
to accept the restriction. I do not think any of them want to go out 
of business. I know that on some reasonable basis—sa\ LY or 15 
flights per month per airplane, or per carrier—is enough to allow 
them to stay in business and offer their service and hope to generate 
some trafic and make a reasonable profit. I do not think anyone 
would object to that. I think they would all be very happy with it. 
I really do. 

Senator Durr. Thank you, sir. 

Mr. Patterson, will you come around, please ? 


STATEMENT OF JOHN H. PATTERSON, PRESIDENT, AMERICAN AIR 
TRANSPORT, INC. 


Mr. Patrerson. Mr. Chairman, my name is John H. Patterson. I 
am president of American Air Transport, Inc., a large irregular air 
carrier. I live in Miami, Fla. 

I have a short statement to make. If vou have anv quest ions, please 
interrupt me. 

In the course of the hearings. the committee has heen rather fully 
informed with respect to the beginnings and the operations of the 
nonscheduled air carriers. 

American Air Transport’s history is about the same and I shall not 
repeat it in detail. 

Our company operates three airplanes, two C-46’s and one DC-3. 
One of these is leased from the Air Force, and we own the other two 
aircraft, 
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Since 1946 we have been engaged in nonscheduled operations. In 
December of 1948 we adopted a new policy. We began providing air 
transportation between Miami and New York at less than rail-coach 
rates. The railroad fare from Miami to New York at that time was 
S41, including Federal tax. Our fare was $40, including tax. 

After we started the service other nonscheduled carriers followed 
our lead, Later on the air-mail carriers put in air-coach flights, but 
their fare at present is $61.55, including tax, on their air-coach flights. 

We have been successful in our business. We, of course, get no 
subsidy. We make money and pay income taxes. 

During 1949 my company carried some 8,800 passengers. During 
1950 our traflic more than doubled and we are now carrying an average 
of 50,000 passengers per year. 

x he three-trip and eight-trip regulation which the Civil Aeronautics 
Board is putting into effect will in reality force us out of this business. 
! am here today because I believe that permanent relief for nonsched- 
uled air carriers can come only through a change in the attitude of the 
Board, or by Congress. I say that because of my experience with the 
Government in the past 5 vears. 

One branch of the Government, the War Assets Administration, 
sold us our planes in 1946. They told us we could operate nonsched- 
uled services because the Civil Aeronautics Board had a regulation 
which permitted us to operate as long as we did not hold out to the 
public that we would operate regul: rly as scheduled carriers. 

The Board’s view was apparently the same at that time. At least 
the Board took no action to restrict its regulation. In an investigation 
of nonscheduled air services, an examiner of the Board recommended 
that we be limited to 10 trips per month, but the Board refused to 
adopt that restriction. We continued to operate and to provide a low- 
cost service to the public. 

It is true that we operate between the larger cities, but this is in 
the public interest. Immediately after the war, for example, there 
was a great demand for Puerto Rico-New York service. The boat 
service at that time was not operating. Pan American was the only 
certificated carrier operating between Puerto Rico and New York. 
‘| here were so many people in Puerto Rico who wanted to go to New 
York and who could not be accommodated by Pan American Airways 
that the travel agents there actually put the passengers in pens at the 
airport in San Juan. Our airplane would taxi up to the gate, 30 peo- 
ple would get on board, and we would take off for New York. Guards 
were needed at that airport to keep more than 30 people from board- 
ing the airplane, so great was the demand. 

Dozens of irregular carriers moved thousands of people in that 
fashion, and the backlog was eliminated. 

This is a sample of the nonscheduled service which has been pro- 
vided. 

We were operating 10 or 12 trips a month between Puerto Rico and 
New York. The Board’s regulation that is to be effective May 6 
would stop that kind of service in the future. 

You may be familiar with the seasonal rushes at Miami. During 
March and April it is almost impossible to obtain a seat on an airplane, 
bus, or railroad without an advance reservation. This happens every 
year. During the rush periods, we can operate at least twice di Lily 
and still not meet the demand. Most of these people, however, would 
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not fly the scheduled, certificated airlines, if seats were available 
because of the high fare. 

We have made an attempt to learn how our passengers would travel 
if we did not _ them. ‘Those we talked to were frank to say they 


were attracted by our low fares. One businessman in Miami tells 
me that he can now afford to make two or three buying trips to Ney 
York in a year, whereas he could formerly only afford one per year. 


We gave questionnaires to 603 passengers. Out of this group, 221, 
one out of three, had never ridden a commercial airplane before. Most 
of them were traveling for personal reasons. 

If the low-cost air service had not been available, 1382 people said 
they would not have taken the trip at all. One hundred and forty- 
eight would have taken a train, and 92 would have used their own 
car or bus, and only 142 would have contemplated using a scheduled 
airline; about half of these, only 72, would have taken the regularly 
scheduled fliaht. 

‘These results are t\ pical ot our business. We are developing hew 
business, first-riders. We are selling air transportation and aviation 
to the public. This is inthe public interest. We are providing trans 
port: iwion for peop le who woul | hot othe rwise trave | | DD alr. This is 11} 
the public interest. 

This development is very much in the interest of the scheduled 
carriers. We are steadily expanding their market. We cannot con- 
tinue to do this if we are limited to three trips per month between 
mayor Ccilies, 

The Board contends that this reoulation to become etlective May 0 
hinitine the Irregular carriers to three trips between high traflie pol ts 
and elehit trips between all other points, will protect the certificated 
cheduled carriers trom excessive COMPeE | ition. If such were the case. 

Board fails in its purpose. The certificated carriers could stand 
armore competition on the high trathe routes than on the other route 
over which more trips can be operated by irregular carriers. 

As al example, Icastern Airlines ana National Air line S cannot sat 
isfy the traffic demand for service between Miami and New York. 
Over this route, under the proposed regulation, the irregular ain 

“urrier can operate only three trips per month. However, the irreg 
ular air carrier would be able to oper ate eight trips per mon th betwee 
Miami and Washington, where Eastern and National more than meet 
the trathe need. 

It is obvious this reoulation has been adopted not to protect the 
scheduled airlines but to impose a financial hardship upon the 
irregular carriers. 

I do not believe that the Cin Aeronautics Board has the author ity 
to regulate us out of business: fo. that reason, Captain Duff, of Miami 
Airlines, and myself have brought an action for an injunction here 
in the District Court in the District of Columbia. This case will 
argued before Judge Bastian on next Thursday. If the injunction is 
or anted, however, it would be only temporary leave. 

The confli cl between the Board and the irregular carrier goes nto 
policy matters whic h no court enn comp letely straighte) Out. The 
Board says that if a carrier wants to operate a true nonscheduled serv 
ice it can do so under the present regulation. But the true non 
S( heduled service which the Board contemplates s not the service 


which the large irregular carriers operate. 
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When the Board found it could not keep us from operating by pre- 
venting the advertising of our services, the Board then talked about 
flight patterns. They drew circles on the calendar and said that this 
example was legal; the other was not. When this doodling first ap- 
pe: ared the Board gave 11 examples of what could not be done and only 
3 examples of what could be done. One of these three examples of 
what could be done showed 11 trips operated in 1 month. 

After all these restrictions did not prohibit the public from using 
our services, the Board brought forth a new idea. They had exemp- 
tions brought out in June of 1949 in order to keep our letters of regis- 
tration in effect. 

After we had been operating for nearly 5 years the Board suddenly, 
on May 20, 1950, issued an opinion stating that route-trip services 
were forbidden and that any carrier who had in the past been op- 
erating route-type services would be denied an individual exemption 
when his application came up for processing. 

At no time during the 5-year period prior to May 20 when this 
opinion was issued, had the Board told us that route-type services 
were not permitted. 

The unfairness of this opinion can be demonstrated by a simple, 
imaginary parallel 

There are a number of small, independent grocers here in Wash- 
ington, some sell meat, others do not. No one had ever told them 
that they could not sell meat, nor did any city ordinance forbid them 
from selling meat, but all of the large supermarkets sell meat in 
quantity. 

These independent grocers have license ‘s to operate. For some rea- 
son, the city government decides it has to protect the supermarkets. 
In June, the city government te ines ach independent grocer that he has 
to appiy for a new type of license. Then the following year the city 
government suddenly announces that the selling of meat by an inde- 
pendent grocer is forbidden and that all inde pendent grocers who 
had been selling meat in the past would not get their licenses renewed. 

But the independent grocers who had not been selling meat would 
get their licenses renewed providing they did not sell meat in the 
future, and would be permitted to stay open only 3 days a week. 

This example is somewhat similar to the situation we are confronted 
with, in the opinion of May 20, where we have been told that if we 
operated route-type services prior to then, we would not get our 
individual exemption granted, even though we did not know, prior 
to May 20, that route-type services were forbidden. 

The Board says now for the first time that to operate a route-type 
service we must hold a certificate. My company has had some expe- 
rience along that line. 

As I said before, we were forced in June of 1949 to file an applica 
tion for an individual exemption. Prior to that date, all nonsched car- 
riers had been operating under a blanket exemption. We had al- 
ready filed an application for a certificate, prior to June of 1949. 
When our exemption matter came up for hearing we asked that our 
certificate application be heard too. The Board denied this motion 
and refused to hear our certificate application. Our exemption ap- 
plic ation is going right ahead to a decision, however. 

The Board will deny this because they think we operated a route- 
type service in the past. The result of this denial will be that our 
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letter of registration will be canceled and we will be out of business 
because the Board refused to hear our certificate case. That pro- 
cedure is cut and dried. 

Actually, we do not want a certificate like that of Eastern and Na- 
tional. We want a permit to operate limited coach-type services in 
the manner in which we have been operating them. We fly when we 
have the business. Eastern and National fly whether business is 
there or not. They receive high mail rates. 

I hope that the committee does not take seriously what the Board 
says about certificates. In January, the Board said in the Southern 
Service to the West case, that an applicant for a certificate faced 
major if not insurmountable task to convince the Board that a ce? 
tificate should be issued. 

Thus what the Board thinks should be done and what is really don: 
are two different things. The Board, with an idealistic viewpoint says 
all route service should be handled under certificates. The trouble 
with this ideal is that it does not work. Route service is performed 
now and has been for 6 years under the exemption. Of course, the 
irregular air carrier from an ideal viewpoint would want no re 
strictions of any kind. I think this is impractical, too. It would not 
be right to require some carriers to obtain certificates and let others 
perform the same service between the same points without certificates. 
That is not right, either. Somewhere there is a middle ground. 

Irregular carriers must be restricted in a reasonable manner in 
order to protect the certificated carriers. On the other hand, irregular 
carriers should not be certificated for the same service and purpose as 
the mail carriers. Reasonable men should realize this. 

Actually the Board has the authority to solve this dilemma unde 
the Civil Aeronautics Act of 1938 but the Board will not compromise 
with its idealistic viewpoint. This is shown by the fact that every 
proposed restrictive economic regulation during the past 3 years 
against the irregular air carriers has been adopted by the Board in 
exactly the same form as it was proposed, despite the testimony and 
objections of the nonscheduled carriers at the oral arguments or heat 
ings which have been held on the proposals. 

In other words, these oral arguments and hearings have been held 
by the Board for the sake of administrative procedure and in effect 
have been “kangaroo” hearings wherein the issue was prejudged. 

The same thing can be said of all enforcement proceedings against 
the irregulars and all individual application hearings held beforé 
examiners of the Board. In no instance has an examiner of the Board 
ever issued a report favorable to the irregular air carrier. A com 
promise is needed between the nonrealistic viewpoint of the Board and 
the actual, existing conditions. 

Senator McCarran has pointed the way in his bill S. 9. He recog- 
nizes, as the Board refuses to recognize, that the small business of 
aviation, the irregular air carriers, can and do serve a useful public 
purpose which should be protected. He recognizes also that the ove! 

ll public interest will be best served by a limited use of irregular « 
riers. To that end he proposes that nonscheduled carriers who are 
how operating should be permitted to make not more than three round 


trips per week between any two cities. That limitation reasol 
enough to let us continue our existing business. 
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When the Board found it could not keep us from operating by pre- 
venting the advertising of our services, the Board then talked ‘about 
flight patterns. They ‘drew circles on the calendar and said that this 
example was legal; the other was not. When this doodling first ap- 
peared the Board gave 11 examples of what could not be done and only 
3 examples of what could be done. One of these three examples of 
what could be done showed 11 trips operated in 1 month, 

After all these restrictions did not prohibit the public from using 
our services, the Board brought forth a new idea. They had exemp- 
tions brought out in June of 1949 in order to keep our letters of regis- 
tration in effect. 

After we had been operating for nearly 5 years the Board suddenly, 
on May 20, 1950, issued an opinion stating that route-trip services 
were forbidden and that any carrier who had in the past been op- 
erating route-type services munkd be denied an individual exemption 
when his application came up for processing. 

At no time during the 5-year period prior to May 20 when this 
opinion was issued, had the Board told us that route-type services 
were not permitted. 

The unfairness of this opinion can be demonstrated by a simple, 
imaginary parallel. 

There are a number of small, independent grocers here in Wash- 
ington, some sell meat, others do not. No one had ever told them 
that they could not sell meat, nor did any city ordinance forbid them 
from selling meat, but all of the large supermarkets sell meat in 
quantity. 

These independent grocers have licenses to operate. For some rea- 
son, the city government decides it has to protect the supermarkets. 
In June, the city government tells each independent grocer that he has 
to apply for a new type of license. Then the following year the city 
government suddenly announces that the selling of meat by an inde- 
pendent grocer is forbidden and that all independent grocers who 
had been selling meat in the past would not get their licenses renewed. 

But the independent grocers who had not been selling meat would 
get their licenses renewed providing they did not sell meat in the 
future, and would be permitted to stay open only 3 days a week. 

This example is somewhat similar to the situation we are confronted 
with, in the opinion of May 20, where we have been told that if we 
operated route-type services prior to then, we would not get our 
individual exemption granted, even though we did not know, prior 
to May 20, that route-type services were forbidden. 

The Board says now for the first time that to operate a route-type 
service we must hold a certificate. My company has had some expe 
rience along that line. 

As I said before, we were forced in June of 1949 to file an applica 
tion for an individual exemption. Prior to that date, all nonsched car- 
riers had been operating under a blanket exemption. We had al- 
ready filed an application for a certificate, prior to June of 1949. 
When our exemption matter came up for hearing we asked that our 
certificate application be heard too. The Board denied this motion 
and refused to hear our certificate application. Our exemption ap- 
plic ation is going right ahead to a decision, however. 

The Board will deny this because they think we operated a route 
type service in the past. The result of this denial will be that our 
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letter of registration will be canceled and we will be out of business 
because the Board refused to hear our certificate case. That pro- 
cedure is cut and dried. 

Actually, we do not want a certificate like that of Eastern and Na- 
tional. We want a permit to operate limited coach-type services in 
the manner in which we have been operating them. We fly when we 
have the business. Eastern and National fly whether business is 
there or not. They receive high mail rates, 

I hope that the committee does not take seriously what the Board 
says about certificates. In January, the Board said in the Southern 
Service to the West case, that an applicant for a certificate faced a 
major if not insurmountable task to convince the Board that a ce 
tificate should be issued. 

Thus what the Board thinks should be done and what is really don 
are two different things. The Board, with an idealistic viewpoint says 
all route service should be handled under certificates. The trouble 
with this ideal is that it does not work. Route service is performed 
now and has been for 6 years under the exemption. Of course, the 
irregular air carrier from an ideal viewpoint would want no re 
strictions of any kind. I think this is impractical, too. It would not 
be right to require some carriers to obtain certificates and let others 
per form the same service between the same points without certificates. 
That is not right, either. Somewhere there is a middle ground. 

Irregular carriers must be restricted in a reasonable manner in 
order to protect the certificated carriers. On the other hand, irregular 
carriers should not be certificated for the same service and purpose as 
the mail carriers. Reasonable men should realize this. 

Actually the Board has the authority to solve this dilemma unde 
the Civil Aeronautics Act of 1938 but the Board will not compromise 
with its idealistic viewpoint. This is shown by the fact that every 
proposed restrictive economic regulation during the past 3 years 
against the irregular air carriers has been adopted by the Board in 
exactly the same form as it was proposed, despite the testimony and 
object ions of the nonscheduled carriers at the oral arguments or heat 
ings which have been held on the proposals. 

In other words, these oral arguments and hearings have been held 
by the Board for the sake of administrative procedure and in effect 
have been “kangaroo” hearings wherein the issue was prejudged. 

The same thing can be said of all enforcement proceedings against 
the irregulars and all individual application hearings held befor 
examiners of the Board. In no instance has an examiner of the Board 
ever issued a report favorable to the irregular air carrier. A com- 
promise is needed between the nonrealistic viewpoint of the Board and 
the actual, existing conditions. 

Senator McCarran has pointed the w ay 1n his bill S. 9. He recog- 
nizes, as the Board refuses to recognize. that the small business of 
aviation, the irregular air carriers, can and do serve a useful public 
purpose which should be protected. He recognizes also that the over 
all public interest will be best served by a limited use of irregular 
riers. To that end he proposes that nonscheduled carriers 
now operating should be permitted to make not more than t! 
trips per week between any two cities. ‘That limitation 
en ough to let US ¢ ‘contin ue oure xist Ing business 
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In my belief, the Board has the authority now to adopt a new 
economic regulation which would carry out the purposes of the Me- 
Carran bill. If the Board can limit us to three trips per month as 
they now propose, they certainly can limit us to three per week. ‘The 
trouble is that the Board will not do this because of its nonrealistic 
view that all commercial flying should be certificated. If the Board 
enforced that in 1938 we should not be here today. But the Board 
issued a regulation which allowed us to operate, to build up a small 
business, to invest our time and money in our business. The Board 
issued a license to us and now it would attach intolerable conditions to 
the exercise of that license. 

The MeCarran bill, S. 9, is not a perfect solution but it is a fair 
method of attacking the problem. This bill limits a carrier to the 
type of traffic he has been carrying. This is a reasonable limitation. 
‘The only objection which can sensib ly be made to this proposal is 
that if every irregular carrier were permitted 12 trips, by concert, 
the \ could operate all of their trips over the same route. This ec: an be 
obviated | »\ sunply restricting the se rvice to those points served by 
the carrier during the past vear. 

I submit that this committee should request the Board to take the 
necessary steps to repeal its new reculation and to substitute therefor 
the principles ot the MeCat ran bill and to adopt a change of policy 
to vrant exemptions, 

Nonscheduled carriers are subject to economic and safety regula- 
tions which are almost identical with those regulating scheduled ecar- 
riers. Despite the fact that we are burdened with all the disadvantage 
of economic regulations which apply to certificated carriers we are 
perm tted none of the freedom of operation which the certificated car- 
ners enjoy. 

We are meeting a publie demand. We are creating customers for 
the ultimate benefit of the scheduled carriers. We should be allowed 
LO live. 

I appreciate the privilege of making this statement before this 
committee, 

Senator Durr. If there are no other witnesses, the committee will 
stand in recess subject to call of the chairman. 

Mr. Keariner. I would like to ask permission to file a statement at 
this time on behalf of a group of carriers containing a counterproposal 
to the Board’s proposal. We will not ask the committee’s time to read 
this proposal but we would like the opportunity to have it filed and 
made a part of the record. 

Senator Di FF. Without objection, it will be included in the record. 

(Mr. Keatinge collaborated in the preparation of the Air Coach 
‘Transport Association counterproposal presented by Mr. “rng li 
is covered in Mr. Heacoe vids testimony of M: ay 5, 1951, p. 221. 

(Whereupon, at 11:35 a. .. the sube ‘committee recessed to reconvene 
at the call ithe chitensees) 
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Mr. Hracocx. No, such occurrences have been very seldom. You 

will tind that the regular operators, once they set up a flight perform 
that Hieht . However, their business experience has indicated that on 
certain days there is going to be more traflic than on others, and they 
will set up, oftentimes, irregularly to meet week-end traffic or maybe 
Monday traffic, or something of that nature, and will set i: flights 
irregularly, but I do not believe there is any justifiable complaint that 
the carriers do not, once they set up a flight, transport it. 
As to the second part ot your question, Senator, _ regard to 
safety, the nonscheduled air carriers, since July 1949, it was pointed 
out, he ive completed over a billion passenger-miles, tbe common car- 
rier air transportation available to the general public, without a single 
fatality. I believe our records show now that is more than a billion, it 
1S eae to a billion and a third passenger-miles up to date, which is 
a record that any industry would be proud of. 

Tue facts were subs tanti: ally allirmed by the Civil Aeronautics Board 
that this was true. So we believe that not only have we a low-cost 
system for the person who cannot afford first-class service, but we have 
au safe system. 

I believe, therefore, if I could state this. I think it would be fair, 
that the position of the Board was that although they realized that we 
had pioneered air-coach transportation and that we had had a good 
effect on the air transportation industry, that the Civil Aeronautics 
Act never intended that we should conduct such widespread service 
under the framework of that act, and that therefore whether or not 
they had Ss) mpathy with us, that they had no alternative but to enforce 
the law as they thought. 

Of course, on our part, - severely disagree with that view. We 
would like to point out that the re are only twoor at the maximum three 
clauses in the Civil Aeronautics Act that are quoted, and these clauses, 
[ believe, are quite clear to legislators and to the Board and to laymen 
generally. 

The one that is quoted by the Board as being the keystone, Mr. 
Oswald Ryan, points out that the keystone of the act is section 1O1. 

Section 401 states: 

No air carriers shall engage in any air transportation unless there is in force 
a certificate issued by the authority authorizing such air carrier to engage in such 
transportation. 

Then it goes on to give the provisions of getting the certificate, 
and so on. 

Howeve r. in addit tion to describing 1 hat one certificated type of 
character, you will note in section 401 there is no provision for classi- 
fication of carriers. They speak of the certificated type of carrier as 
one separate and distinct type of carrier and not as several types of 
carriers. However, when we go over to section 416 of the act, we find 
section 416 (a), which we believe is the provision put there by the 
legislators to assure that there would be proper regulation as to new 
types of air carriers. 

I quote: 

The authority may from time to time establish such just and reasonable 
Classifications or groups of air carriers for the purposes of this title as the nature 
of the services performed by such air carrier shall require. 

We believe that the Board proceeded properly in 1938 under this 
provision to state that there was a classification known primarily as 
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. 2 ? . ) ’ 
nonscheduled air carriers at that time, but which encompassed the 
fixed-base operators who in 1935 engaged primarily in sightseeing 


fliehts around the ¢ ty, in airport ope ration, in student instruction, 
and crop dusting, related activities, very little of which was air tran 
portation Inder the meaning or the act. ‘Therefore when they did 


YO Into air tral sportation, such as taking a sportsman to a ne ohbor 
Ing city, or something of that nature, the Board at that time tho ivht 
it was unnecessary and an undue burden to ask them to apply for 
and get a certificate of public convenience and necessity. 
group of carriers they exempted and they were exempted under the 
provisions of 416 (b), which says: 


The authority may from time to time, and to the extent necessary, may, except 
as provided in paragraph 2 of this subsection, exempt from the requirements of 
this title or any provision thereof for any rule, regulation, term, condition, o1 
limitation prescribed hereunder, any air carrier or class of air carriers | a 
finds that the enforcement ef this title or such provision or such rule, regulation 


term, condition or limitation is or would be an undue burden on such air carrier 
or class of air carriers by reason of the limited extent of or unusual circum- 
stances affecting the operations of such air carrier or class of air carriers, ant 
is not in the public interest 

While the Board has claimed that that is a narrow exemption 
because it states “by reason of the limited extent of or unusual circum- 
stances affecting,” nevertheless the fact that it prescribed not just 
carriers but whole classes of air carriers and had a section (a) as to 
how to establish those classes of air carriers, it is our contention that 
the exemption au thor! ity was quite broad, and th it the Board had the 
authority, which it has exercised from time to time, to exempt carriers 
SU¢ hy as cher 

While we could « aim to be qualified under the limited extent of 
our operations, since eae ‘re 1s only ¢ 28 of the passengers earried and 
9.6 percent of the transportation performed by our air carriers, Wi 
woul | rather base our claim Wh der the alte ‘Thi it) ve con dition, which 
is the unusual circumstances affecting our operation. 

Now, one of the unusual circumstances is we do not ask for airmail 
pay or subsidy. We do not ask for a franchise to protect us along a 
certain route. We are in sort of a grandfather position, because the 
Board has allowed us to purchase large transport equipment with the 
full knowledge that large transport equipment must operate along 
regular routes. 

There are various other reasons why we believe these are unusual 
circumstances, But just to go back to one ease where the Board had 
used its authority, we will take the case of the air freight carriers. 
They were operating very frequently as between certain points, and 
they decided that something should be done about it. Under this 
authority they exe mpted | these carriers for unlimited operations, pend- 
ing the determination of those who would be eligible for certificates. 
So, therefore, it is already established by the Board that they can 
exempt unlimited operations if the situation is limited by the facet 
that it is for a brief period or limited by the unusual circumstances. 

Senator ScHorrret. Might I ask you this question at this point, a 
I would like to have some information on operation : There is an opera 
tion in Texas operated, I think, by Mr. Slick and associates. Doe 
that fall into the category that you mentioned here / 

Mr. Heacock. Yes; Slick Airlines was one of the carriers that were 
under the same regulations we were as to frequency and aa rity, 
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and then Slick Airlines, the Flving Tigers, and U.S. Airlines and other 
freight carriers were given unlimited permission to operate along the 
routes that they had been operating on until such time as their ap 
plications for certificates would come up, and then these three were 
oven certificates 

Phis background is merely to build up, to point out the reasons for 
our pre posed solution. Our reasons are to try to meet the arguments 
of the Board rather than to try to meet our own argument under this 
situation. In other words, we are voIng LO try. mn our proposed solu- 
tion, to meet the narrower concept of the exemption authority that 

ard has, rather than our own broader interpretation. 


But in this plan we will mention specifically 416 (a), and IT would 


i 
like to point out that we belie, * Boa md Was In error in taking a 
ew class of air carriers, such as we were in 1946 and 1947, and savinge— 
Here, you are no more or less than these fixed-base operators in 1938, so 
therefore vou must be regulated according to a regulation 


not the law, mind vou, but the reoulation they adopted in 1938 for 
these tixed-base Operators, That, in fact, was the basi error, because 
rules and regulations which were just and reasonable for a fixed-base 
operator could not be just and reasonable for an operator of a large 
transport aircraft that might carry 100 times as many passengers as 
the smal] wirplane 1 In 193s, One of the things he would have To do Is 
travel along regular routes and operate between traflic centers and, 
of course, that was not contemplated by the rule and regulation that 
Was set ~~ In 193s. 

so we would like to point out agai that section 16 requires that 
the cian t\ 


may from time to time establish such just and reasonable classifications for 


groups of air sarriers for the purposes of this tithe as the nature of the services 
performed by such air carriers shall require, and such just and reasonable rules 
and regulations pursuant to and consistent with the provisions of this title, to 
he observed by each such class or group as the authority finds necessary in the 
public interest 
There we see two steps applied: one, which says you must determine 
the nature of the services performed by an air carrier before you are 
In position to adopt just and reasonable rules ee regulations. ‘That, 
ve sav, they failed to do. Ther assumed W rongly that we were just 
nother type of irregular air carrier as existed in 1988 and strait 
jacketed us into a regulation that did n not fit large transport equipment. 
Therefore, they made the error of adopting a regulation which, 
though just and reasonable for the small fixed-base operator, that only 
occasionally got extra revenue from air transportation, into covering 
a whole new industry st large transport equipment which is en 
tirely dependent upon air-transportation revenues for its existence. 
So our solution takes note of that error and says that we must go 
back and examine the nature of the services performed by these air 
carriers to know what type of air carrier they are, then establish the 
classification and then adopt such just and reasonable rules and regu 
lations as is necessary to regulate that type or ¢ ‘lassification of carrier. 
Now, to properly introduce the proposal that we make, T would like 
to Ve ad some COrresy ndence to and from the Board to show our re- 
spective positions which led up to the making of this proposal to the 
Civil Aeronautics Board. 
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The first letter was this one addressed to Mr. Rentzel on January 
99, 1951: 


A glance at the enclosed survey will indicate that the nonscheduled airlines 
performing the overwhelming proportion of domestic nonscheduled transportation 
are in imminent and immediate danger of having their letters of registration 
revoked by enforcement action or their individual exemption applications de- 
nied upon appeal. 

While we are aware that your program for 1951 encompasses a study for final 
determination of the place for nonscheduled air carriers in our economy, may I 
respectfully call to your attention that such a study can only be a post mortem 
if enforcement and exemption proceedings are not suspended pending the s 


Golden North ceased operations under Board orders in October Arrow Airways 
ordered to cease operations February 15. Modern Air Transport, American 
Air Transport, and Miami Airlines are f ng Board decisions on appeals of 
exemption denials The rest of the industry is also facing either destruc i 
r extreme limitations 
These actions are dicative » the na ! of present Board po \ | 
prevent nvestment n addition equipment Lintenance i t 
pera personne tH ssury to ol securit ind the war ettort 
norale ¢ the irce proport hn of tarv re rve 1 ! I he ! ) 
ire Vv subje on toa e duty is suffering from the growin | 
th heir \ i jobs theyv one hoped to retu ( re being des ved ‘ 
he ominous silence concerni domestic nonuscheduled carriers in the re 
the NSRB task force on air carrier expansion and mobilization reinforces this 
conviction 
I am considering calling a national convention to implement the expansion 
and mobilization of our nonscheduled industry However, such a body lay 
be incapable of accomplishing any constructive purpose with the threat. of 
elimination hanging over its carriers. It is believed that vou have the 








especially under a declared state of national emerge to suspend f 
nnd é 21] l err nroreement t he nreresft of 1 tional def nse I ; ppre ty 
hat the Board has many pressing problems at present However, this 
elves the life or death o0 ndustry declared by military authoriti 
‘ ‘ \ >t] I na ( ens 
exe pro proceeding ding f dete! hit ns b he Cijy \ 
nautics Board 
In this letter we pose the problem that since the carriers wert ( of 


put out of business, as I showed in a recap that is in the record here, 
the business performed by disapproved earrers amounts to S&S). 
percent of the entire irregular air carriers’ operations. Those carrier 


that have been approved by the Board amount to only 1 percent « 
the entire trate carried by 11 


V irregular carriers, with only 8.55 pr 
of the carriers not acted upon by the Board. 

So that I was calling attention to this problem that if somet] Y 
was to be done it had to be doi e immediately On suspension i thes 
enforcement and exemption actions, because without them we would 
have no industry with which to operate. 

I had acknowledgment of receipt from Mr. Rentzel in which 
pointed out that shortly there was to be a policy determination by the 
Board, and we would have our answer then. Of course, this policy 
determination was the famous death-edict regulation which preeip 
tated this hearing, which came out on March Bs and that stated eC] 
definitely that none of these enforcement and exemption actions wer 


to he stopped. 
[ quote: 


The present program for disposing of the applications for individual ex 
emptions will therefore be pushed as pidly as possible App itions of 
hat have in the past, despite official warning, engaged primarily in route-type 


sery es will be denied ’ we believe that the prograr of sti t enforce 
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ment, which we intend to intensify, will tend to promote the kind of air trans- 
portation most needed at the present time. Certain individal carriers will be 
eliminated, but we believe that the policy we have outlined will simply tend 
to direct their personnel and their aircraft into channels more in conformity 
with the general public interest. 


Therefore, that was a flat denial of our request for suspension of 
these actions. So after the hearing got under way I presented this 
letter to Mr. Rentzel on April 9. 


Dear Mr. ReENtrzev_: In your presentation last Friday before the Senate Inter- 
state and Foreign Commerce Committee you observed that we had not to date 
presented to the Board any suggested regulation for operating authority and 
that therefore we could be presumed to be demanding a license for unlimited 
yperations, 

The reason for failure to suggest a regulation is that there is little hope for 
approaching agreement as long as the Board supports the following two funda- 
mental concepts of policy which are incompatible with our continued existence: 

1. That the carriers will not be permitted to engage in “route-type services.” 

2. That “applications of carriers that have in the past, in spite of official 
warning, engaged in primarily route-type services will be denied.” It should be 
understandable that we cannot submit proposals for regulations that contem- 
plate either the elimination of route-type operations in the future or which 
‘ontemplate the elimination of carriers that have conducted route-type activities 
in the past. 

On the other hand, we agree with the Board that our services should be 
supplementary to that of the scheduled air carriers, and conversely, should not 
duplicate the basie services of the scheduled air carriers. Within the exemption 
authority and certification authority of the Board under the Civil Aeronautics 
Act, we believe a regulation can be drafted which will limit our services to 
that of a supplementary character. We shall be happy to draft and submit 
proposals for regulation if the Board indicates a desire to consider regulation 
on any basis other than that of prohibition of route-type services. 


Mr. Rentzel’s answer stated: 


This will acknowledge receipt of your letter of April 9, 1951, concerning the 
regulation of irregular air carriers. 

You are correct in your statement that at the present time two fundamental 
concepts of the Board’s policy with respect to irregular air carriers are that 
such carriers will not be permitted to engage “in route-type service,” and that 
‘applications of carriers that have in the past, in spite of official warning, 
engaged in primarily route-type services will be denied.” On the basis of the 
facts now available to the Board, I believe that those concepts are sound. How- 
ever, the Board is today, as it has in the past, endeavoring to find a satisfactory 
solution to the problem of establishing a system of certificated and irregular 
operations ) that will most fully achieve the policies of the Civil Aeronautics Act. 
This being so, the region is exceedingly interested in receiving any suggestions 
that may be made by certificated or irregular carriers or by members of the 
public that will aid in solving this admittedly difficult problem. The Board 
would be happy to receive any proposals that your organization might care to 
present on the promulgation of regulations authorizing irregular carriers to 
conduct services required by the public interest supplementing those of the 
scheduled air carriers. I am sure you understand that I cannot advise you 
whether the suggestions your organization makes will be adopted by the Board. 
I can assure you that any suggestions will be given full and careful consideration.” 

That letter first reiterated that the Board had not changed its policy 
with regard to route- type ope rations and, sec ‘ondly, open ed the door to 
suggestions as to regulation anyway which might he Ip to solve this 
prob lel Ih. 

For that reason the Aircoach Transport Association called a general 
membership meeting for Saturday, April 28, and the — of a 
solution for this problem was brought up, and the all-day session con- 
sidered that problem and worked over solutions and fin ally put the 
question into the hands of a committee to iron out the points of differ- 
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ence, and finally a few days ago we came up with a program that we 
believed could satisfy the Board’s conception of the limitations of their 
regulation and at the same time could solve this situation, as far as we 
were concerned. 

This is the proposed plan that we adopted : 

1. Enforcement proceedings: CAB should immediately stay all 
pending enforcement and exemption proceedings affecting large irreg- 
ular air carriers. 

CAB should enter a substitute regulation for section 291.27 of the 
Economie Regulations effective immediately : 

(1) Restricting flights between any combination of two points to 12 
trips in each direction per 4-week period without regard to regularity 
and frequency, subject, however, to a more liberal numerical limitation 
for combinat On Ccargo-passenger operatiol - between the Pacifie 
Northwest and Alaska. 

(2) Limiting such groups of 12 trips between any two points to 
those included in round-trip operations which, together with deadhead 
tr Ip port ons, originate from, terminate at, or pass through carrier 
prince ipal ase of operations and proy idine that limited air carriers 
hot be pe rmitted to change their bases of yperation without CAB 
ap proval. 

(3) As an alternatve to (2) above, operation of such 12 trips be 
limited to such pairs of points served by earriers during the 6-month 
period prior to May 1, 1951; o1 

(4) Such combinations of restrictions set forth in (2) and 
above as the Board in its discretion deems to be appropriate 

5. Investigation: CAB should hold an investigative hearing bef« 
an examiner under section 4+ of the Administrative Procedure Act 

(1) To determine the role of the limited air carrier, large irreg 
In air transportation. 

(2) To determine whether CAB may grant operating authority 
limited air carriers under 416 (a) of the act. 

(a) i » pres ‘ribe just and reasonable rules ind revulat OMS 
which limited air Carriers shall operate, fo assure that the | 
‘arrier shall remain within its prescribed orbit; in determi 


reasonable rules and reoulatiol 5 consideration should 
(a2) Area limitations. 
(4) Provision that ail fli@h 


nating from, terminating at, or passing ideas carrier’ 


S shoul 1 | 


base of operations. 

(c) Numerical limitations on flights with special provis 
easonal and emergency fluctuations 

(ad) Special provisions for combination cargo-passenger oper: 
between the Pacific Northwest and Alaska. 

(e) Limitations as to type of equipment to 
or second class air travel. 

(7) Special provisions for military, agricultural labor, and 
special mass movements. 

(7) Rights of limited air carriers to hold out their sery 
public. 

(hk) Change of term “irregular air carrier” to “limited air carrier,’ 

Before going further on this I would like to say that paragraphs 
1 and 2 of II were not clearly worded in the original text, and it made 


ve used 
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necessary this letter which is dated May 4 and addressed to Mr. 
Rentzel, Chairman of the Civil Aeronautics Board: 


' 


Dear Mr. ReENTzeL: It has come to my attention that there must have been 
some misunderstanding as to the intention of the Aircoach Transport Association 
with respect to the proposal which was forwarded to you under letter of May 2, 
1951. In order to clarify our proposal I would suggest that paragraphs numbered 
(1) and (2) under Roman numeral (11) be changed to read as follows: 

“(1) Restricting flights between any combination of two points to 12 trips in 
each direction per 4-week period without regard to regularity and frequency, 
subject, however, to a more liberal numerical limitation for combination cargo- 
passenger operations between the Pacific Northwest and Alaska 


> 


2) Limiting such groups of 12 trips between any two points to those in- 
luded in round-trip operations which, together with deadhead-trip portions, 
te from, terminate at, or pass through carrier's principal base of opera- 


and providing that li i: arriers not be pr litted to change their 


ad- 

I example 
at Burbank i interpretation of our pro- 
> Burbank for SNS: rane) ither deadhenud or 
d that plane could 
cisco to New York 
ve flown That same 
to New York if the 
either deadheaded from San 
terminating passengers into 


Los Angeles passenger flight 


ry transport San Francisco 
terminat passenge 1 originate ancisco-New York flight at San 
Francisco 

\ further example which should help clarify the intention of our proposal 
would assume a carrier based at Miami. Under our interpretation such a car- 
| ier deadhead to Chicago or transport Chicago terminating pas- 
hicago At Chicago such a carrier could originate a flight from 
San Francisco At San Francisco the earrier could originate a flight 
Los Angeles or the carrier could deadhead from San Fran 
eles At Los Angeles the carrier could originate a flight for 

\t New York the earrier could originate a flight back to Miami 


“CAB should immediately stav all pending enforcement and exemp 
affecting large irregular air carriers,” is very vital. 
\s is pointed out in the record, if the rest of the exemption applica- 


In going over this proposal. IT might point out that the first item, 


1 
On proceeain 


tions, madiv idual exemption applications, are cles ided in the same ra 


1 as the J11, percent that have already been decided. that we will 
be left with 97 percent of the transportation performed by irregulars 
considered to be illegal and their carriers put out of business, with 
only 214 percent left to carry the traffic. Of course, that 214 percent 
could not carry the tratlic without becoming too regular and too fre- 
quent under the Board’s stringent application of frequency and regu 
larity provisions under the old reoulation. 

So that whatever new reoulation is adopted it has Tot to be for the 
carriers that are in business now. not such new carriers as may be put 
in the business after 9714 percent have been put out of business. 


CAB should enter a substitute regulation for section 291.27 of the Economic 
ulations effective immediately (1) Restricting flights between any com 
tions of two points to 12 trips in each direction per 4-week period without 
ard to regularity and mney, subject, however, to a more liberal numeri 
limitation for mbinatic argo-passenger operations between the Pacifir 


thwest 
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This was the thought back ot ‘ ‘ 
would clarify the fact that there are not 66 trips available, as 
Rentzel contended, for the ordinary carrier. because M) Rent 
pomted out that, of all the comb nations that were avaliable throt 

United States on the major trathie po lit 
ich of them would total 66 ti ps 
so we Sil We do not wa 
juUSt paper 1 
economically use. 

Kurthe rmore, we wil] 
generally, to an econon 
(tary base of operation. i 
und set up a Chicago New 
operate Trom Los Angeles to Chicago : l¢ 


l ih |) 
engvers trol } New York. It tended tO meet the RB 


yard s 


that they should have definitely understandable | 
; ; 


carrie! oO that they could not have unlimited author 
We take a broad viewpoint of tl 
plications ar n there, that a carrie) o 
mamtenance Ta ilities available. because n all of these 
ever he woes, he comes bac k to hisowns nale base ror mall 
The last part of this was concerning combination « 
operations between the Pacific Northwest and Alaska. 
Phere is a peculiar situation there which was brought out by Gov 
ernor Gruening of Alaska, when he said that t] 
forms ot trahsportation. i I l hot 
nonscheduled ail carrier, 
bus or the train, so that an 
against the public witerest. 
Another reason 1s tl 
and they must therefore rate on lower revel 
tran ported at half the passenge) 
ticularly needed low-cost al transportattol 
by the people of Alaska, because more than 9 
vegetables, egos, Tresh n ‘ i ~ and othe 


kan stable. Sothata limitation of freque 
he carrier to cut out the « igo portions, 
lOnS as hecessary, and stick st : } 
nue anyway, ana the people of Alaska would 


t 


he brunt of suc h a solutiol , ‘| herefore. Spe lal col 


mested for Pacific Northwest-Alaska movements. 

(2) Limiting such grou] a ti tween any two yx 
n round-ti Pp operatlo 
Irom, term ate at, l 
roviding that limited air carriers 
operations without CAR approval 

That olives the Civil Aeronautics Board ul pretty clos 
nuch air transportation is going to be performed in a certain 
rreeular air carriers: how much is needed to supplem nt the 
of the scheduled airlines, and by increasing the author tV ll 
area it could meet certain seasonal! fluctuations, such as 
need transportation for a certain winter tourist peri 
( losely defined, and the Board, ky OW ine that ceertal 


| rming th 1] iflic. could author Ze ah rive 
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it in the public interest, and thereby get what they were after. 
Whereas, if any carrier could operate anywhere, there might be a 
difficulty of control. 

As a further suggestion, we stated : 

5) As an alternative to (2) above, operation of such 12 trips be limited to 

‘h pairs of points served by carriers during the 6-month period prior to May 1, 

ol 

That is a grandfather clause similar to the grandfather clause that 
the Board used in the settlement of the air-freight situation. The 
carriers that were operating as of a certain period of time were granted 
authority to operate over those same routes for such period as is neces- 
sary to consider their applications for certificates. But all of this pro- 
posed regulation was considered to be an interim regulation until 
such time as the Board could get the investigation underway which 
would be able to investigate the peculiar situation with regard to 
each area, with regard to all of these special considerations that are 
listed. 

The investigative phase of this solution is quite important because 
while the proposed regulation must be necessarily narrow, if it is 
to fit in with the Board’s interpretation of their exemption authority, 
the investigation may bring out. for instance, that such transportation 
is necessary and desirable and should be certificated. If so, provisions 
should be made for that, and so on. So that while we proposed (2) 
here as a restrictive type of regulation which would meet immediate 
Board objections and the requirements for an immediate solution, 
the long-range solution we believe to be (3), which would require an 
investigation and the determination of such just and reasonable rules 
and regulations as are necessary to carry out the provisions of the 
Civil Aeronautics Act and expand the commerce, develop air trans- 
portation in the interests of the commerce and the national defense. 

That is the plan that we have proposed, and we believe that in 
addition the Small Business Committee may suggest legislation, if 
considered desirable. We are certainly limited by what we propose 
by the exemption provisions of the Civil Aeronautics Act, but, of 
course, the Small Business Committee is not limited, and we would 
like to point that out very clearly. 

I will close with the request to answer the legal arguments of the 
Board more fully with a prepared document which could be inserted 
in the record later. 

Senator Scnorrret. As I understand it, you desire to furnish that 
at a later time so that it may become a part of the record? 

Mr. Heacock. Yes. 

Senator ScuorrreL. That may be done. 

(This was not furnished for the record.) 

Senator Scnorrrer. Thank you for your presentation here this 
morning. This will clear up some things and I know it will be helpful 
to the committee as regards to all of these matters in its relation to 
what is happening to small business. 

I take it that is all the testimony this morning. 

We will recess the committee now subject to call of the chairman. 

(Whereupon, at 11 a. m., the subcommittee recessed to reconvene 
at the call of the chairman. ) 
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M LON » VV NYROP 
{ a l Acronautics Board 
( ( e Buildina 
Washingto ver! ae 


I> M Nyrop: During the round-table conference between the member! 


’ 
i 
the Civil Aeronautics Board and the board of directors of the Aircoach Tr 
1 Association held in March, the impracticability of the military exempti 
order, Serial No. E-5166 adopted March 2, 1951, was discussed. 
We pointed out that the highly directional nature of most military traffie wv 
ike it improbable that we could offer the Government low transportation rate 
Sil rto those that we provide Ul 2 | | | PSS we could accept ¢ a 
backhauls and fill out militar di or pre e load factors with \ 
trafli In addition | would like ul at the present exemption wou 
not even per! t a Soldier on furl lf tri re his wite I hildre wit 
without ibjec y the carriers involved to bility for illeg ooling under 
present frequency and regularit provisions of regulation 291. Thus, s 
trattic would be prohibited and the purpose of the itary exemption pro 
as it relates to men on furlough would be defeated 





| l 
Members of the Civil Aeronautics Board have requested us to ke « 
stions in regulation form kor this reason the e lk re i suggest 


lation which would permit us to serve the Department of Defense net 


] 
: | 

hh 4 thereof. adopted by the Board on the 2d day of March 1951 ! ( 

entitled docket, and because of the practical need for payload opera 


craft on return flights from the transportation of military personne 


That ¢ der Sel | 0 ‘~2 166 is mended to reac 
That O No. I led 1 
1. That all large irregular carriers and irregular transpo1 rrier 


hereb re exempted for a period of six (6) months from the povisi« of Se 


tion 401 of the Civil Aeonauties Act and Part 291 or their ins dual exe 1) 
tion orders to the extent necessary to permit such carriers (a) to engage it 


state, overseas, or foreign air transportation of persons and property withou mi 


tatior s to frequency and regularity pursuant to contracts with a department 
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hintersta \ 


I ante, ovel 
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' nel traveling at 
bases desig i adepartments 
passengers it j ndents of milita 
rmit sucl 


continue the tru 


tTransporta 
ged through 

I lation, 
represented 


mposed by 


nentioned 


insportation 


ul il principle 
and which has been 
bodied in the philosophy of the antitrust laws, 
0 of he EB 


© 


doctrine 


i¢ th) 


Regulation and e eltect 
rul \ fo ‘recular « 
Whric nonscheduled services by 


ion 416 of the Act without 


arriers was 
such were pel 

securing a certificate of public 

operating 


ng authority from the Board. 
intended to cover fixed buse operations, i. e.,.persons operat 
ing small planes carrying from 


Se 


issued by the 


operators 
convenience 


and necessity or other specific 
Chis regulation wa 


toboors people or, 


in some instances, persons 
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having planes as large as a DC-3, who offered service from a particular point to 
whatever place the passenger desired to go. Much of this business was cliartered 
plane business 

The original regulation remained substantially the same until May 1946 at 
which time, as a result of an investigation, hearings and oral argument, the 
Board revised the Economic Regulations and designated them as Section 292.1 
for Irregular Air Carriers. Under this regulation any operator who wished to 
engage in nonscheduled or irregular air transportation was exempt from the 
provisions of sections 401 (1), 407 (a) and 411 of the Act, provided reports were 
filed with the Secretary of the Board giving specific information regarding his 
operations. 

This regulation (section 292.1) remained substantially the same until May 
1947, when the Board circulated a draft for a proposed revision of this exempting 
regulation relating to non-certilicated air carriers” and permitted oral argu 
ment theeron prior to its issuance” Under this regulation, any operator who 
wanted to engage in nonscheduled or irregular air transportation was required 
to apply for a Letter of Registration. This revised regulation for the first time 
specifically covered and distinguished operators of both large DC-—3 or larger 
aircraft on the one hand, and small aircraft, i. e., planes smaller than a DC-3 
on the other 

Now, shortly prior to the above revisions and immediately following War IT, 
DC-3 and larger aircraft became available from war surplus, and the returning 
war veteran pilots and others began purchasing these large Government planes 
and entering the nonscheduled air transportation business with the approval 
of the CAB, and have gradually built up rather substantial organizations engaging 
in air transportation principally between high-traffic points on a profitable basis 
Naturally these air carrier operators must keep this large, expensive equipment 
busy a certain number of hours per week to pay for itself and for the necessary 
maintenance, overhaul, and safety regulations which they are required to comply 
with and which are substantially the same safety regulations as are imposed 
upon the certificated carriers, the only differences being those specifically requ 
due to differences in the type of service 


Largely due to the initiative of these irregular carriers, the potenti 
of both air freight cargo service and increased coach 
been developed Because of the colmpetition of these 


the public is receiving a great many benefits and the certificate 


been forced to improve their service in many ways For example 
tificated airlines have substantially reduced their rates, includ 
plan” rates offered as a result of this competition Baggave hand 
speeded up, expensive reservation services have been eliminated, 
petititive coach rate service with elimination of gratis expensi 
been offered to customers, a large portion of whom would no 
portation at all were it not for the-existence of the « heaper cow 
irregular carriers have thus initiated a new market air trans 
in the absence of their initiative would not have been develope 

The certificated carriers, finding that the business developed b 
arriers has become profitable and substantial, are now endeavyv 
this business to themselves and to exclude the irregular carrie. 
thus developed 

One of the most important questions confronting the Board is whether 
nonscheduled, nonsubsidized carriers should be admitted to the air transp 
field. The Board has frequently stated their objective is to reduce 
the direction of ultimately eliminating all subsidy 


One of the best ways of eliminating subsidy is to permit the nonsubsidy ea 


subs 


to develop in air transportation so that operating statistics showing actua 
of operations would be readily obtainable, The nonsubsidized irregulat 
would thus furnish the Board a vardstick for determining the exte 
ir carriers can furnish service without subsidy 

No hearings have been held by the Board on irregular carrier s 
March 1945 to determine the facts as to necessary or needed 
regulation Certainly the Board should have complete up-to-date 
mation covering this entire subject matter before ad ptins 

elim.nate the irregular carriers as Competitors of 


important field of transportation 
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The narrowing of the exemption provision in section 292.1 of the Economic 
Regulations embodied in the pending proposal would facilitate the elimination 
of the competition provided by the irregular carriers. 

The purpose of the proposed revisions to section 292.1 is to effectuate a “tight- 
ening” of “restrictions” upon irregular carriers. In the light of Interpretation 
No. 1 to section 292.1,° the definition of “irregular” air transportation which is 
proposed would require such infrequency of service as to render the continuance 
of service by the irregular carriers economically impossible. The scope of irregu 
lar operation would be so narrowed as to prohibit the handling of a substantial 
volume of traffic and to prevent the performance of the amount of service for 
which there is a demonstrated public demand. The definition is so stringent as 
to be tantamount to a prohibition against effective irregular carrier operations. 
Prohibitions are also proposed against the use of common tickets or sales agents 
by more than one irregular carrier, and a prohibition against joint rates between 
an irregular carrier and any other carrier. In short, the effect of the proposed 
revisions would be to facilitate putting the irregular carriers out of business. 

It is believed that the past operation and growth of the business handled by 
irregular carriers has demonstrated that it is a beneficial competitive stimulus 
which has led to improvements in service by the certified carriers, and has opened 
up new traffic potentialities which were not being tapped by the high-priced 
carriers receiving air-mail pay. It is believed that the continued operation of 
large irregular carriers is also in the public interest as a yardstick for measuring 
the possibilities of profitably performing nonsubsidized service. It is believed 
that the subsidized certificated carriers have little incentive to curtail extrava- 
gances in the absence of competition. 

In conclusion, it seems important to this Department that the declared policy 
of Congress favoring the fundamental principles of free enterprise be upheld, 
protected, and defended in every practicable way. To maintain to the maximum 
extent possible the competitive system is a universally accepted national policy. 
Therefore, no segment of our industry should be hampered in its ability to com- 
pete or be placed under burdensome restrictions unless there is overwhelming 
proof of some real necessity for such action. The Board should hold hearings 
to determine the facts before adopting a revised regulation having so important 
an effect on the industry. 

HERBERT A. BERGSON, 
Assistant Attorney General. 
JAMES E. KILpay, 
EDWARD DUMBAULD, 
WILLIAM D. MCFARLANE, 
Special Assistants to the Attorney General. 


REFORE THE CIVIL AERONAUTICS BOARD 
In the Matter of Propose d Revisions of Section 292.1 of the Feonomic Regulations 
SUPPLEMENTARY COMMENTS OF THE DEPARTMENT OF JUSTICI 


In accordance with the permission extended to all participants at the hear 
ing on February 15-16, 1949, by the Chairman (Tr. 365), these supplementary 
comments are submitted with particular reference to two questions asked by the 
Chairman during the course of the argument: (1) To what extent does the Civil 
Aeronautics Act constitute a departure from the antitrust laws (Tr. 216), and (2) 
how should section 292.1 be enforced pending a full investigation into the facts 
(Tr. 163). 


I ILE BOARD SHOULD ENFORCE THE POLICY OF THE ANTITRUST LAWS 


1. The Antitrust Laws Apply to Regulated Industries 

It is a common misconception that merely because an industry is regulated 
it is not subject to the antitrust laws. 

However, as the Supreme Court aptly observed in the case of Georgia \ 
The Pennsylvania Railroad, 324 U.S. 459, 456, (1945), “Regulated industries are 
not per se exempt from the Sherman Act.” 
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It is necessary to consider specifically the scope and extent of the reguiatory 
powers conferred upon the regulatory agency, and the degree to which the 
exercise of such regulatory powers makes the antitrust laws inapplicable 
There is no repeal by implication. United States vy. Borden, 508 U. S. 188, 198. 

Any exceptions from the antitrust laws must be strictly construed, and the 
prescise statutory procedure followed in order to obtain the benefit of such 
exemption. United States v. Socony Vacuum Oil Co., 310 U.S. 150, 226 

It is of course undeniable that Congress, in the exerci f 
late Commerce, nay depart from the general rule of 
‘stablished in the antitrust laws, and may establish a 
ular segments of the national economy It is equally 
tions upon completely free competition are embodied 
provisions of the Civil Aeronautics Act But sucl 
than their own terms provide. Thus there are requireme 
cates of public convenience and necessity: requirements restric 
freedom of action with respect to the rates to be charged 
provision that certain mergers and other agreements, upor 
Board, are relieved from the operation of the antitrust laws 

But except where such specific statutory provisions necessit 

the antitrust laws, regulated industries are 

e laws A regulated industry is merely und 
unregulated industry, that it must ol 
atory statute as well as the antitrust 


spiracics in Regu 


must be remembered that the 
tions, but are also the embodiment of sound economic prin 
cies Which have long been recognized and highly prized in 
prise and productive capacity displayed by American industry ¢ 


war strikingly exemplify the desirability and superiority of Ameri 


policies over the cartel dominated economies of totalitarian countries 
Acceptance of the cartel philosophy of restricte output 
ficially created, inevitably leads to weakness, rigidity, and lack of fh 


the national econon 


and dynamic fie 


; : 

arin Uy 
irv to the publ 

Board. 


The Board Has Sper 
Antitrust Laws 


Not only does the Civil Aeronautics Act 
the extent necessary to promote the development of aviat 
be in the public interest, but the Board is given express 


exeliption from the certification requirements of the Act 

Congress has thus recognized that in a dynam 
the scope of regulatory authority May properly be « 

Bourd finds to be in accordance with public policy 

No such exemption power is conferred upon the I) 
sion in the related fields of rail and motor transporta 
ments for certification cannot be waived by the reg 
of air transportation, however, the Board has been expres 
exceptions trom this regulatory requirement 

} 


The Board is thus free to deal with the probl 


interest, 
3 The Public / ferest Re Juires P CN ration of 


As appears particularly from the statement n 

on behalf of the Port of New York Authority (Tr ; 

ments at the New York airports indicate that the oper: 
rs have developed new markets for air transport 
fore shutting off the stimulus of such experiments 
able and necessary that a hearing be accorded in o 

plete investigation of the facts may be had 

that its action will best serve the public interest 

declared by Congress 

we do not believe it to be within the proper 


how Reg. 202.1 should be ¢ 
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of the facts, we recommend to the Board: (1) that hearings be held to deter- 
mine the facts before adopting a revised regulation; (2) that to the extent 
that the Board find it consistent with the Civil Aeronautics Act the policy of the 
antitrust laws be enforced and competition in air transportation be preserved, 
and (3) that pending such hearings, the Board adopt such policy as is deemed con 
sistent with the policies expressed both in the Civil Aeronautics Act and the 
antitrust laws 

Herbert A. Bergson, 

Herpert A, BERGSON, 

Assistant Attorney General. 

James E. Kilday, 

JAMES E. KILpAy, 

Edward Dumbauld, 

EpWArkD DUMBAULD, 

William D. McFarlane, 

WiLLIAM 1), MCFARLANE, 

Special Assistants to the Attorney General. 


Civit AERONAUTICS Boarp, 
Washington 25, May 16, 1951, 


ttee on Small Business. 
United States Senate, Washington, D.C. 
MAN: The Board appreciates the opportunity to amplify 
t subcommittee of the Senate Select Committee on Small 
ith resp to economic regulation of irregular air carriers. It is 
some of the witnesses appearing before your committee have left 
n impressions which should be corrected if the committee is to have a full 
accurate picture b fore it in considering the problem 
‘senn be conveniently grouped under a few general headings, and 
which follows, will be organized on that basis rather than on the 
ting to meet specifically the testimony of individual witnesses. 


ALASKAN AIR TRANSPORTATION 


y declared the course of the hearings that the 
sympathetic with the needs of Alaska for air-transporta- 
of these statements were to be act epted at face value by 
rd would be open to serious criticism Evidence has been 

the Alaskan situation is one requiring an aggressive 
the field of air transportation, while the Board has been 
itive to such needs 
that the record refutes these statements and would like to 
y this is so. Far from being an “absentee bureaucracy,” 
ne of the witnesses, the Board maintains an office in Alaska, 
eh caliber who are deeply interested in the problems of 
|. through communication and periodic personal contact with 
rrently informed of aviation developments in the area, 
number of special aspects of the Alaskan situation which must be 
hiv understood to place the air-transportation needs of Alaska in a proper 


) 
rspective, and the Board’s representatives on the spot and members of its staif 
Washington have given continual special study over the years to the peculiar 
irenmnts of Alaska for air-transportation service. On the basis of these 

; has evolved a regulatory policy patterned especially to the 

d differing in many important respects from the Board's 


ral econon reculatory policy elsewhere 
Some of the witnesses in the hearings have gone to extreme lengths to create 
Board, and other agencies of the Federal Government 
lation, have pursued a do-nothing policy since 1938S with 
air transportation, As part of the back drop for this 
ed that the air-transportation market in Alaska is so 
arate, and the ability of the market to pay so consider 
only be offered to find a ready purchaser on a protitable 
welcome such Conditions wherever found In the case 


uch economic stability in civil aviation has come into 
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being. it has been a recent event and one which micht j stifv rathe. ha 
credit the policies which have been followed by the Board in that area 
past 

When the Board first attacked the air-transportation proviems of Alas 

chaotic conditions and widespread financial weakness among 

Characteristl rh vstem has since bee greatly i Or 

hrough rtification of outes and the ¢ g of pers \ 

pared with pre Wi rid Wa Ll] conditions rt yy ti ) ( iz } 
has many new airfields capable of accommodating modern transport a 
etwork of airways has been established permitting instrument fligl | 
all the major communities in Alaska Weather reporting and commu 
ervices have been vastly improved Operators have introd ed bette 
ing, more air service, and greater frequency, with less seasonality, of mat 
Moreove traffic has become suifer through more exa ! ft 
improved t-ftraining programs, improved martenance ( 
ties, establishment of spatching services, a d the setting p of improve 
ind rescue cil : 

Populationwise, expenditure by the Federal Governmen support « 
ties in the ea have been far out of proportion to those ide on beh 
Various States in the continental United States For exal e. d v 
51, the Federal Governinent wi spend in suppor ) ii ransport 
Alaska and between Alaska and the United States Pe 7 hh Sti.4 
representing payment to the carriers by the post Office D iile $5 
lion to carriers operating with Alaska and S3.7 million ters 
betwee the Territory and the United States), and ¢€2) a mated SLI 
lion, representing expenditures by the Civil Aeronautics Administration at 


Weather Bureau (816 million of which will be for establishment and mainte 


of air navigation facilities ) While some of these expenditures will, of 

be made for facilities serving m nly Alaskan interests but o intern 
operation oO the Orie t 1 s le eved that ¢ |" ad res el { wv \ 
operations, either exclusively o1 a share in benetits of expenditures 
for the dual purposes mentioned, represent a gene! 1 recog ‘ 


\ Service \lask =] by ppraised | WW ‘ 
problen en I i | 9 li ( mos a ‘ de | \ 
transportation service connect Ye Alaska with the I nad th e ¢ 
tit ntern DM W nmoAla | In this cor ‘ { hh ‘ rte 
the | posed amend of ] “OL of the Board's ¢ rhonda eg 

the 1 opie unde consider ono. hese he vs, \ 

e! ( ( nt rh “ hit Aliasl a oy 
°O1, as presently in effec the prov ons of the re tion ‘ 
Alaska r ¢ lt nd to oper: ms within A k il ! 
posed amendie to eC] would alter this I} he ] ‘ | y 
uniae discu on v | { yappres e effect « hie ! 
tion service \ dl Ss fi \lask cone | 
the yy ! of g rreg ( ers betwee \ : ne ‘ 
\ th ti ini I vi t ppraopyr ite 1 1 | rif ‘ ‘ » } 


Alaska w the United States 1 per is furnished by twe or 

‘ ed irriers bai Vite | \ nd N hawes Nirlia 
ute connect Alaska directly to both the west ¢ . mid miidwe ! 
of the United States, and through connections with the omesti ' 
tem, with all points inside the United States Contrary te mip ous 
testimony of some of the withesses that both these carric rake Uy 
asa “way station’ en route to and from the Orient. the Alaskan d “ 


American terminates in Alaska and does not 





ternalls \laska enjoys the air services prov vy extensive 1 
of certificated route services, offered on both a al rres , 
for maximum flexibility ind the completely flexible services of A 
ownhel thie o-called bush pilots \ map is att ehed eret hicl 
the comunittee a clent picture o the extensive ail eryvice ent ‘ 


the Territory, 
The Board is fully aware of Alaska’s unique position it ts require 


| it 
air services, and we believe that the regulatory patter? hive replic 
nitely reflects this Alaskan topography, the location of its populati 
nature of ts economy, its strategic signifleance, and the condition of 


ternative means of transport to Inention a tew factors crente , nee. f 
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services far cut of proportion to the size of its population, (which is only 
100,00 or less than that of a medium-sized city in the United States). How 
ever, it does not necessarily follow that additional air service where air service 
is already adequate will solve deficiencies where such deficiencies may exist 

In this latter connection, the Board bas a proceeding before it at the present 
time raising the issue as to whether air service connecting Alaska with the 
continental United States is adequate and it is hoped that the decision in this 
proceeding will be issued at an early date 

It may be helpful at this point to touch upon a possible misconception as to the 


role of the irregular carriers in service between Alaska and the United States 








From the testimony in the record, one might be led to believe that the irregulars 
provide, if not the only service, at least the best kind of service for Alaska How 
ever, t IS almost unecessary to point out thut ah Service which customarily op 
erates only when a full load is obtained by no means fills the basic need of Alaska 
tor nir service 

Alaskan officials seem more than willing to saddle the Board with entire blame 
for the decline in the number of large irregular carriers serving between Alaska 
and the mainland Actually, all large irregular carriers enjoyed the same op 
era g auth tv under the regulations at the time these carriers elected to 
ent nto the Alaskan service, and other carriers were therefore free to enter 
the se ‘ \ rregular basis Their slowness to do so, and the fact that a 
number of the large irregulars in the Alaska service failed financially even while 
on I n unlawful nu of flights under the regulations, is a good indica 
tir e need for rvice i than adequately met. The Board has 
pros ed only two enforcement tions against large irregular carriers in this 
service to the point of depriving them of operating authority. These were the 
SO led Mt. McKinley and Golden North cases Incidentally, Mt. McKinley 
Airw \ I ied Lo hane! reius = before the Board's enforcement proceed ng 
affected its operating hority 

\s Ss eady Pern indicate the Board keeps close contact with the situa 
tion in Alaska through its Alas fice, and is advised on a routine basis of any 
chang t e Situation, the most recent report having been received by the Board 
in A I ed he ash policy h f recognized the 
im} \ pite nes ts popul on, and tl promo 
ti ‘ enditures v the Fed Government on ¢ l aviatio n that area 

hee! tstandingl by : mpared with those in the continental United 

States The Board intends to fe \ Ss long-standi poliey of Keeping close 
wit ! n A k ! I ore n policy a I 
cumstances show to be advisable to anticipate Alaska’s r transportation needs 
cI \ H I 1 \ \ iss ) US] S 

{ t l luce hese hearings to tdie ¢ ‘ 
ti or Y ere hed hen thre SI ed hess 1» ( 
i t f ‘ ) yo s e ound e exemption thority 

‘ b e | ! \ tempted to fortify this conclus hy oul 

I I l go t] t the Feds ti ds ernment it thre Ine time if 
I ’ ! eC OT! tel x lie id Zeous 1 
tI é ] rite | pu hase ‘ uict op ite Them nn} e-tV pe 
Se! W i € Of | co ( ©] and eCeSSIT 

hes ] I I ‘ r \ en ¢ l I si ‘ neas \ ] Ri li ‘ 
dut ‘ l I ly ey wcomn ( Alth g it is ou eeling that 
une 1 tO these | irgul nts tends obscure thre en ssuie of 
Ww Oy ypeee I bsportat ni hie yy rregulal rie SI ild 
be t B ra iid t he i t tion ] he Ubpcomm | tte Lo le at Wo 
parti arly extreme statements of the kind mentioned 

(one ness said, ° ( f ! sort of grandfather position, because the Board 
has ved us to purchase laret insport equipment with the full knowledge 
that ve transport equipmer t operate along regular routes.” This credits 
the Doard ith having powers it has never possessed, the power to say that an 
individua hall not be pe tted to purchase n aireraft and the powe to 
prophesy the future. The C \eronauties Act and the Board’s orders and 
regulations thereunder nade it pertectly clear at the time that a route-type sery 
ice could not be performed without first obtaining a certificate of convenience 


and necessity And no one, under the conditions obtaining in the postwar flying 
hoom, then at its full height, could have foretold with any accuracy that, if any, 


limits there might be to the opportunities for successful operation of large trans 
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port aircraft in irregular air services. In fact, subsequent experience has shown 
only that there was too much capacity offered to permit profitable irregular opera- 
tions by any substantial proportion of the operators, and not that such operations 
could not be profitably conducted with a more reasonable offering of capacity. 
The regulatory policy pursued by the Board to date, and the amendment to part 
291 presently under consideration, are designed to reduce and redirect this capac 
ity through elimination of operations which are clearly Contrary to the funda- 
mental philosophy of the Civil Aeronautics Act. 

This “action in reliance” theory, so frequently advanced by spokesmen for the 
irregular carriers, depends very heavily for its logic upon the allegation that 
the Board’s regulations were “vague and unclear.” The idea seems to be that, 
since they were unable to determine from the regulations the precise scope of 
permissible operations when they started business, they were reasonable in cou 
cluding that there were no limitations whatsoever upon their operations and 
that they were free to operate in whatever way would produce the greatest 
profits. What they have neglected to point out is that there was nothing unclear 
in the Board’s regulations as to the illegality of route-type services conducted 
without a certificate and that it has been operations of this character which 
have been the target of the Board’s enforcement activities. Re rdless of the 
success or failure of the Board in its sincere efforts to give more precise meaning 
to the terms “irregular” or “nonscheduled” service, and leaving aside the tech 
nical difficulty of determining where the exact line of division might be in border 
line situations, nothing could have been more crystal clear from the start than 
that of the route-type services subsequently operated by most of thi arge 
irregular carriers were barred by the act and the regulations 

Another spokesman for the irregular carriers during the hearings made the 





following statement: “Typically speaking, these carriers (the irregulars) have 
operated transport-type aircraft over routes where the services of the certificated 
airlines were inadequate, circuitous or nonexistent.” It is common kn edge, 
uncontradicted by most of the irregular carriers themselves, that the bulk of 
the air services they have offered have been clustered around trunk-line route 
typified by the operations between New York and Los Angeles and between 
New York and Miami 

Under the circumstances, the Board trusts that the subcommittee \ dey 
stand our increasing lack of patience with the oft-repeated argume! f the 
large irregular carriers that “since we did not know every ! ible type 
operation which might qualify as irregular, we could not know f¢1 oute-LY pe 
service was not irregular. 

IRTUES OTF rHeE LARGE IRR! LAR CARRI 


Understandably, these hearings are 
if the « perations ce nducted by the 1: 
no issue with many of these assertions 


sper ific comment 





One theme receiving great emphasis has been the low cost of their oye 
and their consequent ability to operate profitably without subsidy. The Board 
has already explained in previous testimony what has made their low f 
operations possible, listing the following four major factors 
(1) Irregulars are not required to fly and can await full loads 


(2) Irregulars need not have dispatching systems for sporadic ope ns, 
and they utilize communication systems made available to the public at 
Government expense by the CAA ; 

(3) The great majority (over two-thirds of the heavy transport ait 


eraft are leased, not owned, and usually leased from the Government at a 
cost far lower than the depreciation cost of equipment bought at normal 
prices by the certificated carriers (although the latter do lease some air 
craft on comparable terms, such leased equipment is a minor portion of 


their fleets) These leuses are at rates as low as S300 per month for a 
(C—46; and 

$) Concentration of service by large irregulars on long-hau hig 
density routes and avoidance of heavy costs of maintaining operations over 


ean routes 
Looking at these factors from a practical standpoint, it does not much matter 
whether financial aid is called subsidy or not The effeet on the carrier is no 
less beneficial, and the taxpayer is the source of the benefit. The transport air 
craft under lease from the Government were originally purchased with the tax- 
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vers mone nd are now, under distress market conditions, made available 
to operators at a si mill fraction of their cost The free use of the publie coln- 
munications system is a more direct financial benefit provided by the taxpayer 
Phere is an even nore important consideration which deserves mention, however, 
d that is how long the irregulars can continue to render their low-cost services 
Is their ability ft lo so short-term affair based on conditions not likely to 
ontinue or to reeu or is it a significant long-term development? In this econ 
nectic should be pointed out that. for reasons of safety, DC—3 aircraft. of 
hey current VY operate f4, sire hoy scheduled to become ineligible for 
st er service on December 31, 1953, and that C—46’s, of which they cur 
ent perate 74 re the subject of proposals under which they are destined 
ra similar fate in the near future These two models comprise the vast bulk 
the fleet operated by the irregulars 
One of the spokesmen for the irregulars dismissed this problem by saying 
that new equipment could be obtained and operated at a profit, and that the 
Hhecessary nancing would be available, provided that the irregulars had a 
detinite ire in business The unspoken premise, of Course, Was necessarily 
that the new equipment would be used for continuation of the present illegal 
l 1 T ry ‘ 
One of the more recent achievements of the large irregular carriers, the strik- 
y improvement in their safety record, deserves the highest praise and is heartily 
ended by the Board In the course of previous testimony Mr. Rentzel was 
¢ to supply for the record the name of the irregular carrier operating the 
flight which crashed in June of 1950, killing 28. This was a flight 


perated by Aviation Corp., doit business as Westair Transport, with its home 
office n Seattle. Wasl Che irregulars had one other accident involving a 








senger fatality in 1950, this one in common carriage, When a passenger fell 
uit of the hatch of an aircraft operated by Argonaut Airways Corp. en route 
Newark to Miami. The hatch accidentally opened, the cause being as yet 
determ ( 
In discussing their fine safety record, spokesmen for the irregular carriers 
ed that e Board had unreasonably included a contract flight accident in 
eCO t g contract flights from the safety record of the 
ed ers Where safety is cor rned, statistics are kept on the basis 
the iture of the operatior The Board believes it is more significant from | 
safety s dpoint to have the cident rates reflect whether scheduled opera- ; 
eduled one itions were involved, than to reflect the economie | 
i 
uN } I ro R I I I RK 
Col erable test onv presente to vour subcommittee in these hearings has | 
vith secondary issues, such as justification for a course of action already 
tempts take credit or fix blame Some of the extreme statements 
s hat e have not been regarded as deserving the dignity of a reply: and 
Board hopes that those instances in which they were met have not been 
! obscure the main issue hich we feel to be a determination 
. | ‘ ‘ r the ree irreguiar carriers ih air transportation 
The earings had their origin in at iffirmintive proposal of the Board, in 
he for in amendment to part 201 of our Economic Regulations which we 
lieve prescribed a rather definite niche for the irregulars in air transporta 
’ Tneits irv to numerous ssertions made by spokesmen for the irregulars, 
eithe this proposal, nor the inereasingly specifi restrictions preceding it 
fror me to time down through the vears, have Constituted any serious departure 
f the original philosophy of the Board respecting the requirement of irregular 
requent service between the same two points They have merely repre 
sented sincere efforts on the ] he Board to reach some foolproof standard 
vhich no one could fail to understand, but which would still permit the type 
f servic rigiy vy contemplated for the irge irregular carriers It was 
ped that, at ng last, there would be an unmistakable quidepost for the 
b neg rrier and a simplified standard for enforcement m rposes 
fforts have been made to label the Board as anti-small-business on the basis 
is long-standing effort to keep the large irregulars within the sphere of 
! 1 V originally contemplated for them fo demolish this charge, 
the Board need do is mention its local air-carrier policy, under which cer 
ficates have been granted to a great many small operators to conduct route 
Type services If the Board is InsVmpatheti to small business, our local air 
( ! é 1) nae nco y of the Ost rrant kind 
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In the course of the hearings and as an outgrowth of them, certain pro 


posals have been made by the large irregular carriers relating to their proper 
role in air transportation. These proposals are under serious consideration 


by the Board and will be appraised in the light of all the testimony presented 
in these hearings. Of course, as the subcommittee well Knows, this is hot a 
matter of first impression for the Board. The proposed revision of part 201 
Was issued only after thorough deliberation and careful consideration of exhaus 
tive material very much along the lines of that introduced in these hearings 
Despite this, however, you may be sure that the Board will give the matte 
sincere, open-minded reconsideration in an effort to arrive at a satisfactory 
SOlutior 

On behalf of the Board, I want to express our appreciation of the restraint 
and impartiality with which you have conducted the hearings if we can 
supply you with any additional information, we shall be happy to do so 

Sincerely yours, 
OSWALD RYAN, Acting Chatria 


lHe First NATIONAL BANK or LA FERIA 


SENATE SMAI BUSINESS COM MITTE! 


United States Senate. Washi flon, D. ¢ 


GENTLEMEN: For some time L have contemplated subn gy protest to an 
eXisting situation Which I feel has a significant bearing on our strained economy 
and one of the many things causing distrust of our Federal Government operation 


I 


Copies of correspondence between Mr. Heacock, president of Aircoach Vrag 
port Association, Ine., and my associate, Mr. S. H. Collier, president of Val Air 
Lines, Inc. (which corperation has been liquidated), las finally made my dec 
sion to submit this protest, which IT shall endeavor to make as brief as possible. 
(Heretofore IT have felt uncertain as to whom such a protest against the Civ 
Aeronautics Bourd should be directed, feeling contiden t would be a waste of 
time, until actual investigation of the Civil Aeronautics Board were acti 
begun by some group.) Mr. Collier’s letter to Mr. Heacock, dated April 16 
copy attached) deals briefly with the matter and, in a concise manner, expla 
his opinion—which is also mine and that of several businessmen associated with 


us in the undertaking 


We learned lots in our 2 years’ operation of this short-haul airline—and in 
our dealings with Civil Aeronautics Board Upon strict analysis of results of 


our application and the hearing held in Washington, there is but one conclusion 
any businessman, or half-way intelligent person could reach, and that is: We 
were wh pped before we ever got to Washington il being upparent from begin 
ning to end of the hearing, as well as subsequent action—that it had been de 
cided, in advance, Trans-Texas Airways would get this route, whether they 
merited it or not The whole procedure was a colossal waste of time, effort, and 
finances—and I can assure you the money spent meant much to those spending it 

I wish to call particular attention to findings of Examiner Brown, who con 
ducted the hearing in July 1949 It is obvious, in his long-winded report, that 
an excruciating effort was made to twist figures and facts so as to arrive at 
some plausible excuse to deny Val Air Lines this certificate and give it to Trans 
Texas (Mr. Brown must have burned the midnight oil—though it took months 
to prepare the report.) Mr. Brown and his Board underrate the intelligence of 
the average American citizen 

Trans xas (then represented by former Governor James V. Allred, now a 
lederal judge by appointment) apparently breathing the air of victory, immedi 
ately submitted an application for additional routes under its certificate to 
which the Post Office Department protested and had been protesting (Bear ir 
mind that a show-cause order had been issued to Trans-Texas and was pending. ) 
Yet, on July 27, 1950, the Civil Aeronautics Board granted the additional routes, 
nd a copy of that decision is also enclosed. IT wish you would note, especially 
the opinion of Mr. Adams, then a member of the Board. who dissented Nothing 
L could say could add to Mr. Adams’ comments. (Mr. Adams, you will find, was 
not long for further Board membership. He was transferred soon after to some 
other department.) On September 22 the Post Office Department filed furthet 
exceptions to an examiner's report, copy of which is also enclosed 

During 1990 a Mr. John B. Connally, then executive assistant to Senator 
Lyndon B, Johnson, was employed by Trans-Texas Airways, to fill the shoes of 
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their former attorney heretofore mentioned Mr 
to feet sure of success in any further application 


having been granted everything they ever applied 


to take in territory 
to 90 cents per mile, which is a 


‘vravy train” 


findings on the renewal case in writing, which is a 
which not onlv rene wed Trans-Texas’ certitf 


all of the old and new routes it had, including one of 


amazingly frank and stick so closely 


how such a fearless 


exposure and defense of 


by an appointed member of a branch of our preset 
want to pause here to commend Mr. Jones. but. at 
to bu ticket for the same ft Mi Adams rode o 


opil nis enclosed, the 


1951 

Ian with the particular se of Trans-T 
tior der planes over mos f its routes, and kn 
nd further knowing the service to the public, se far 
nil, especially this immediate community (See 


application for an additional hand-out of routes for 


halance ean be found in Doel 
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Connally, having every right 


} ry 


he might file (Trans-Texas 
for, and more, too!) made 


his line I certainly don’t 


blame him for not only wanting to cover the State of Texas, and having ambitions 
n adjoining States, being subsidized to the tune of 72 cents 
i for any 
In February of this year the Civil Aeronauties Board got around to putting its 


airline operation 


voluminous document, and 


icate, but made permanent practically 
Pioneer Airlines 
member of the Board, a Mr. Harold O. Jones, dissented 


However, 
His statements are 


to fact and proofs of fact that one wonders 
‘taxpayer rights could be written 


Federal Government (T 
the same time, advise him 
n.) A copy of part of this 


et 8720, served February 8, 


owed its opera 


wing the territory it serves, 


airmail goes, is practically 


37. Docket 3720) served 





8S, 1951 As Mr. Jones points out there are 17 of these assiftied local 
hes, or feeder lines, with airmail subsidies totaling over S27 million 
he year 1950—these mail subsidies running from 45 percent to 92 percent of 
revenue, an over-all average of 66 nercet (Such mail subsidy eom 
most unfavorably with mail revenue received by domestic trunk lines which 
S m > per to 24 percent of total revenue, average being around 10 
nt ly ne on, T have before me Trans-Texas total revenue figures 
ears 1948, 1949, and 1950 
Pe 
Yea fa ; ma 
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e CAT ks \ ( ey are liste Chis, of course, 
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I can assure you the foregoing is not just the opinion of the writer. In my 
position bam in contact With mahy pee e¢, represeniiig the grass roots of agri- 
culture and small business; and, while I have been a Democrat all my life (and 
my associates are), it is very little short of terrifying to sit and listen to vir- 
tually unanimous opinions that our governmental agencies are being operated by 
“political influence” and “favoritism’—and to hear the lack of contidence that 
is expressed I cannot help but feel that most all our governmental agencies and 
the Government as a whole is entirely out of touch with the true sentiment of 
the people; and, unless its operations are put on a higher scale of etliciency, fair 
dealing, and economy, the result is going to be disastrous. 

If I have misaddressed this appeal (for I do not know for sure that you ar¢ 
dealing with these phases in your investigation) I wish you would pass it on 
where it might receive some attention and not be pigeonholed, or put in “file 13 

Please be assured of my sincerity in this matte [ want no considerati 
except that due an American citizen and taxpayer (as Mr, Collier plainly states) 
but I have written about this matter because I am familiar with the circu 
stances and am deeply concerned over the trend of our national affairs and the 


increasing lack of confidence in our Government 





Most sincerely, 


\\ bine } fy) ¢ tp se 7 j 
\ S. H. CoLuier, 
President, Val Airlines, Ine 
VWercede Tea 
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mittee has set a investigatior taurting April 19, of the treatime f small 
businesses in ai rausportation | the ¢ il Aeronautics Board 
lL would very mu ike to have your ews expressed be e the cor ‘ 
contrast hie trea re you err’ ay is ‘ cle nonsul dizer ‘ ‘ 
application te he (Al ipplica s such = ('¢ \ ( { ) \ 
lines w we declared t. W ing. and able oug] ay 
S11 of it for every dollar of passenger revenue Che 
Let r | ib ed \ I n Week what I nd 
Perhay ou appe { ( ( Ou ¢ preve ( 
cri i - yainst \ ir Db ESS ( S h m fe ( 
iW ds Pile e pl e or wire 1 f can be pr d I ‘ 
hit i ae Ww he n t 
\ \ y 
\ \ l 
\ EK. H 
\ j j 
\] \ i. Heaco 
}? | j 
j » ¢ 
| \ \I Hl OCT i e been 2 ‘ l ft 
iu ved \ irs of lith 
I h \ 1M ‘ ‘ ‘ \ | 
I a \s ‘ ad 
grou f bus rine re f 
( ( ne 1 ; 
R { de \ ( ad it 
}M ( ‘ ni | ( \ 
\ ‘ ‘ ve i ‘ Kt ! 
I 1 1 the ! ‘ “ ! i } 
t rie I Wy ( l ‘ ‘ 
1 t ‘ 
ef a1 } ‘ 
{ ef \l WW ] ‘2 ms ité ~ | V\ 





eo BR —_ — — 


244 ROLE OF IRREGULAR AIRLINES 






thout asking the Government for any kind of subsidy )—all we wanted was 
Opportunity to develop this airline service for which there was suc ha need, 
o carry the air mail on a per ton basis for what it would be worth to the 
Office Department, and not as a subsidy 


to find out that, when you spent your own money in an honest effort 


develop something, the Government insisted on a long and tedious, non 
| hearing—for which there was no basis whatsoever, allowing the sub- 
ed lines to maintain a group of attorneys for days on end to combat our 
aiion (Which was all more or less at Government expense) while we indi 
ere there at our own expense—then deciding against us, heavily sub 
g one of th Ost nonsensical routes that I have ever seen anywhere, a 
route that was without hope of being of any real service to anyone in this highly 
ed Rio Grande Valley with a population of around 500,000; to say nothing 
population just across the Rio Grande. The operating figures of Trans 
\ es with the subsidy the Government has had to pay them will sub 

( \W CUst 
inkiv, all of us were so disgusted that we made up our minds we did not 
certifiante and wouldn't have were given us, so long as we had to 
th any such set-up. It all goes to show that if an honest man goes to 
hneto witl nh honest, workable proposition, without subsidy, he is 

] th enti 

is “hearit s the most ridiculous thing that T have ever witnessed, or 
1 my meon. With Trans-Texas, Braniff, and Eastern all having various 
eys d “ex] s” purported est ng and “proving” conclusions of the 
f t} ittle undertaking; when we had already, beyond any ques 
f «lk en its ] ticabilit feasibilit ind economic soundness, as 
safety ng flown approximately 2 vears without injury to a single 
ger) anda e were asking ft the Government was the right to operate 
her of my associates have any interest in appearing again in 
h hearing We might be interested in appearing if we were satisfied it 


he conducted with some degree of fairness, to ask why the CAB would 
such a route as they did for Trans-Texas, and which cost the Govern 





O many mm on dollars in subsidies, when the amount of mail they carried 

n by comp son that it is not even worthy of mention—and the mail 

vl I ost instances is necessarily delaved, due to the routing of 
ins-Texns We would be interested only as taxpavers in a matter of 
kind ! don’t think we Americar peoyrle obje tT to paving high taxes, so long 


in feel that we are getting something for it: but, when they subsidize 


Tes \irways, with the route they are flying, so far as the Rio Grande 


rE SMALL BUSINESS COMMITTEE! 
1 


lnited States Senate. Washinaton. D. ¢ 


EFMEN: For some time I have contemplated submitting a protest to an 
tine situation which I feel has a significant bearing on our strained economy 
one of the many things causing distrust of our Federal Government 


1eS ol corre spondence between Mr Hleacoe k, president of Aircoach 
sport Association, Inc., and my associate, Mr. 8S. H. Collier, president of 
Air Lines, In (which corporation has been liquidated) has finally made 
lecision to submit this protest, which T shall endeavor to make as brief 


It 


issible (heretofore T have felt uncertain as to whom such a protest against 
‘ivil Aeronautics Board should be directed, feeling confident it would be 
e of time, until actual investigation of the CAB were actually begun 
me grou] Mr. Collier’s letter to Mr. Heacock, dated April 16° (copy 
ied) deals briefly with the matter and, in a concise manner, explains his 
n—which is also mine and that of several businessmen associated with 
in the undertaking 


Ve learned lots in our 2 years’ operation of this short-haul airline—and in 
dealings with CAB—upon strict analysis of results of our application 
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— a | 


PA A SPS a ESN A AN 


ee er ce a OL EE CENA AIR RR ORO ERO Cm = 


a 


nn nel it a OE ELLEN LCE CN AE NE NN ACRE OS TOE CEC ALLA A 


ROLE OF IRREGULAR AIRLINES 


and the hearing held in Washington, there is but 1 conc! 
or half-way intelligent person could reach——and that is: Ws 


before we ever got to Washington—it being apparent from vinn 


‘ 


of the hearing, as well as subsequent action that it had ce decided, 


vance, Trans-Texas Airways would get this route, whethe 


or not The whole procedure was a Colossal waste of tite, ¢ rt 
(and [I can assure you the money spent meant much to the nel 
I wish to call particular attention to findings of Examiner bre 
ducted the “hearing” in July 1940 It is obvious, in his lone-wit 
that an excruciating effort was made to twist fleures and lets Se 
ut some plausible excuse to deny Val Air Lines this cert ‘ 
"Trans-Texas (My Brown must have burned the mid ht 


took months to prepare the report.) \Ir. Brown and his 
the intelligence of the average American citizen 


Trans-Texas (then represented by former Gov. Jame \ \ 





judge by appointment) apparently bre 
subinitted an application for additional routes 


under its “cer 
the Post Office Department protested and had been protesting i 





er oD 

that a “show cause” order had been issued to Trans-Tenxas : penein 
on July 27, 1956, the Civil Aeronautics Bourd granted the j hal route 
a copy of that decision is also enclosed I wish vou would nate, esper 
opinion of Mr. Adams, then a member of the Board, who dissented Not 
could say could add to Mr. Adams’ comments. (Mr. Adams, you will find 
not long” for further Board membership. He was transferred soon fer ty 
other department.) On September 22 the Post Office Department ileod fu 
exceptions to an eXaminer’s report, COPS of which is also enciosed 

During 1950a Mr. John B. Connally, then executive assistant to Seonater Ty 
B. Johnson, was emploved by Trans-Texas Airways to fill the shoes of 
former attorney heretofore mentioned. Mr. Connally, having every right 
sure of success in any further application he might file (Trans-Texas 
been granted everything they ever applied for, and more too. tinde 
ior an additional “hand out” of routes for his line [ certainly de bla 
for not only wanting to cover the State of Texas and having smbitions te 


in territory in adjoining States, being subsidized to the tune of 72 ¢ 
mile—which is a “gravy train” for any airline operation 

In February of this vear the Civil Aeronautics Board got around 
findings on the renewal case in writing, which is a voluminous ce 


which not only renewed Trans-Texas’ certificate, but made permuane: 


all of the old and new routes it had—ineluding one of Pioneer Ait 
ever, a member of the Board—a Mr. Harold QO. Jones—dissented 
nents are amazingly frank and stick so closely to fact and proofs © 


wonders how such a fearless exposure and defense of taxpuas rig 
written by an appointed member of a branch of our present Federal ¢ 
(Ll want to pause here to commend Mr. Jones——but at the same time 
to buy a ticket for the same train Mr. Adams rode out on.) \ cop 


this opinion is enclosed—the balance can be found in Docket 3720. si 


ary S, 19051 


lam dealing with the particular case of Trans-Texas, having followed 

operation, ridden its planes over most of its routes and knowing the ter 
serves ind further knowing the service to the public, so far as air mai 
is practically nil-—-especially this immediate Cconmunity (See p. 37, Do 
served February 8, 1951.) As Mr. Jones points out, there are 17 0° thes 
local service airlines, or feeder lines, with air-mail subsidies totaling over 8: 
OOO for the year 1950—these mail subsidies running from 45 to 2 porcent of 
total revenue, an over-all average of 66 percent (Such mail subsidy com 
ost unfavorably with mail revenue received by domestic trunk lines 
ranges from 5 to 24 percent of total revenne—average being areund 10 } 
In this connection T have before me Trans-Texas total revenue res f 


vears 14S, 1949, and 1950: 


1948 | | jy ¢ » 4s 
1040 2 Ne 
LOK 2 446.8 
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You will note that the Board and its examiner, who so faithfully granted all 
these routes and new certificates to this operation, harped on the “increase in 





patronage and payload,” but the above figures do not show much improvement 

» the overburdened taxpayel! lf am satisfied, though, that they can pick 
one of their experts who could work out an analysis, in spite of the above, to 
show remarkable progress. You will also note that the above mail pay (or, 
rather, subsidy) totaled approximately $4,700,000 These people started oper 


ting in 1947 and I do not have the figures for that year, but I am certain they 


would carry the amount paid by our Post Office Department to in excess of 
CPOE? 
I netice that in one of Senator Harry F. Byrd’s bulletins dealing with public 
W ks subsidies and the ar lil eficit, he speaks of the Post Office Department 
having an annual deficit of more than a half-billion dollars (l wonder if 
Senator Byrd has investigated the cost to the Post Office Department of such 
] ) thé t ’ 
I want to vy that Trans-Texas has done a marvelous job of interesting every 
whistle-stop” it serves in south and west Texas in appearing in these petitions 
CAB it looks very impressive when they are sted. ‘his, of course, 
‘ e done on any sort of project, through the chambers of commerce, whose 
managers and mayors are interested in anything that might add to activity in 
their fair cities An agency of the Government, however, is charged with the 
responsibility of considering the economic features in such matters. If they 


have lost all consideration for the taxpaying public, then they should have 


h patriotism to help save us from inflation, and consider the defense effort 





which is now lageing—apparently from the lack of contidence of the people in 


I can assure you the foregoing is not just the opinion of the writer. In my 
position I am in contact with many people, representing the grass roots of 
agriculture and small business; and, while 1 have been a Democrat all my life 
(and my associates are), it is very little short of terrifying to sit and listen to 
Virtually unanimous opinions that our governmental agencies are being oper 
ated by “political influence’ and “favoritism’—and to hear the lack of con 
fidence that is expressed I cannot help but feel that most all our governmental 
i the Government as a whole is entirely out of touch with the true 
sentiment of the people: and, unless its operations are put on a higher scale of 








efficiency, fair-dealing, and economy the result is going to be disastrous 

If I have misaddressed this appeal (for I do not Know for sure that you are 
dealing with these phases in your investigation) I wish you would pass it on 
where it might receive some attention and not be pizgeonholed, or put in “Eaie on.” 

Please be assured of my sincerity in this matter I want no consideration, 
except that due an American citizen and taxpayer (as Mr. Collier plainly states) 
but [ have written about this matter because I am familiar with the circum 
stances and am deeply concerned over the trend of our national affairs and the 


reasing lack of contidence in our Governme! 


Jno. C. Jones, President 





treasurer of the corporatior 


ADAMS, Member, dissenting 

I dissent from the action of the majority authorizing additional service at this 
time by Trans-Texas Airways between the lower Rio Grande Valley and San 
Antonio and Houston 

sy decision of July 1950° from which I also dissented, the Board authorized a 
2?°t-mile route extension for Trans-Texus to enable that carrier to provide service 
to Pecos, Tex., a service conceded the majority to be a “marginal operation.” 
Now, 5 days later, the Board is adding another route extension, this time of 317 
eertificated route-miles. ‘The total of 5483 miles thus authorized increases the 


» 


certificated route mileage of Trans-Texas by more than 25 percent, with the 


result that, except for Frontier Airlines, it will be providing service over more 


route-miles than any other feeder carrier how in operation. This 543-route-mile 


1 Service to Pecos, Tex., Docket No. 3322 et al 


if 
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total, in fact, either exceeds or approximate the size of the entire system of four 
of the other feeder carriers.? 

These two actions have been taken in full face of the fact that a certificate re- 
newal proceeding for Trans-Texas is pending,® instituted by Board order ’* for the 
carrier to show cause why its operating authority should not be permited to lapse. 
Further, by press release issued on May 138, 1941, the Board indicated its policy 
with respect to feeder service in the Texas area. It was stated that in view of 
the pendency of the Pioneer® and Trans-Texas certificate renewal proceedings, 
it was deferring its decision in the service to Pecos, Tex. case, in order to “have 
a better picture of the probably future air-route pattern in the Texas area.’ This 
public announcement was made 10 days before the various applications herein 
were consolidated for hearing by Board order * and 2 months before hearing even 
began. The parties were thus clearly on notice of the Board’s disinclination at 
that time to aprove additional feeder service in Texas until such time us the pro 
spective nature and scope of local air transportation could reasonably be deter 
mined. Now, more than 14 months later, at a time when all procedural steps 
short of Board decision have been completed in the Pioneer renewal case nod 
when only a few months would be required for the examiner's report, briefs to 
the Board, oral argument, and decision in the Trans-Texas renewal case, the 
Board suddenly adds 548 route-miles to the system of Trans-Texas, 

The action in this case stands in Sharp contrast also to that taken in the Mon 
arch Arizona Merger case.“ In that case the majority refused to permit Monareh 
Air Lines to activate that portion of Arizona Airways’ route between Phoenix 
and Yuma pending final disposition of a suspension proceeding involving this 
segment. Here the Board deprived the public of service for which a duly issued 
certificate of public convenience and necessity had long been issued simply be- 
cause of its desire to complete a section 401 (h) suspension case just then under 
way. By contrast, the herein feels impelled to go so far as to authorize new 
service by Trans-Texas, requiring an amended certificate, despite the fact that 
the proceeding placing its future operating authority in jeopardy is within 6 
months of final decision. 

Reference is made in the majority opinion to the expectation that “the new 
segment will, after a developmental period, yield traffic revenue comparing 
favorably with the better segments of the carrier’s present route.” In the show- 
cause order, instituting the Trans-Texas renewal cause, the Board spoke of 
the entire first year of operations as constituting the developmental period for the 
carrier. Certainly, in the 6 months more or less until the Board’s decision in 
the renewal case could be finalized, I should not expect this new segment or the 
Pecos service to change very much the picture established by the carrier in 1949, 
when its total nonmail revenue on a revenue plane-mile basis was considerably 
lower than all the other nine feeder Carriers utilizing DC-3 equipment. 

I can, however, despite all the protestations of both the majority of the Board 
and the parties to the contrary, see how strong arguments can now be set 
in motion to extend the certificate of Trans-Texas for a complete developmental 
period of this now enlarged and changed system. By thus always changing the 
character of the experiment, the experiment could continue indefinitely, whether 
meritorious or not. 

I have not yet reached a personal conclusion on the issues presented in the 
Trans-Texas renewal case and will not be able to do so until the record in the 
cause is presented to the Board for decision. I am in favor of the feeder experi- 
ment. I wish to see it succeed. My actions over a long period of time have 
been directed and joined to that end. But I cannot believe that action of the sort 
taken in suck haste within the last 5 days by the majority of the Board, from 
which I have dissented, can make a sound contribution to the success of the 
experiment. They lend credence and give force to the criticisms, which have 
been leveled at the Board for taking haphazard actions without reference to any 
studied over-all plan or without answering fundamental questions concerning 
the end to which we are moving by our individual decisions. 


Russelt B. ADAMS 


Purdue Aeronautics Corp 104 route-miles, Robinson Airlines Corp.—559 route-miles, 
Ek. W. Wiggins Airways, Ine 

'Trans-Texas Airways certificate renewal case, Docket No. 3720 et al 

#0. S. N. E-2680, issued April 4, 1949. 

* Pioneer Certificate Renewal case, Docket No. 3719 et al 

6O. S. N. E-2856, issued May 24, 1949 

? Docket No. 3977 et al., decided April 10, 1950 








Quoted from Trans-T¢ certificate renewal case Served February 8. 1951) 


JONES. Member. dissenting: 


The real issue in this case is not the stated issue, but it is implicit in this and 


othe ecent feeder-line decisions it is just as obvious as if the majority had 
been frank enough to state it The real issue is whether there shall be estab 
lished two separate domestic air-transport systems. One, to be made up of 
the so-cniled trunk-line carriers would serve only the larger, protitable com 
unities, and would operate without Government financial assistance. The 
he an underlying local service system, would be made up of secondary short 


haul or local service airlines serving the smaller nonprofitable Communities, and 


\\ clot per i t ti) ib lized Viti PUD LE hunus 

It has becom tpparent that the Board is engaged ina pp anned development 
whereby all air-transportation service which does not produce commercial reve 

les sufficient to pay its own way is to be segregated into permanently subsidized 
nits board actions the feeder-line field, of which this decision is typical, 
is Well as recent publie statements of two members of the majority, leave no 
doul hat this objective is being actively pursued 

li tself, the renewal of the certificate of Trans-Texas for an additional 3 
ve b s not accomplish the establishment of a Nation-wide secondary 


stem Phe importance of this decision results from the fact that with the 
extension of Trans-Texas, the pattern is set. For it is in a sense the least-com 
denominator of the short-haul carriers, and it thus becomes obvious that 
with possibly one or two minor exceptions, 


if Same treatment 


all other such carriers will receive 


\ look at the figures will demonstrate at once why the Board, having extended 
rans-Texas, is committed to the further authorization of all of the similarly 
situated local-service carriers For when measured by results, Trans-Texas 
stands at or near the bottom of the list 

\t the end of fiscal 1950, there were nine local-service carriers operating similar 
(IM"—3) equipment, and which had been in continuous operation for at least five 
full-calendar quarters. For the fiscal year Trans-Texas operated the most route 


niles of the entire group It exceeded but three of the other carriers, however, 
n ton-miles of revenue traffic, and its mail-pay requirements were greater than 
but two of the group, both of which performed substantially more service 
The break-even need" of Trans-Texas for the vear amounted to 2.56 times 
commercial revenues, or $2.56 in mail pay for every dollar paid by the users 
of its service, which was by a clear margin the worst ratio of the entire group 
Excluding Trans-Texas, the group as a whole had a break-even need of 1.25 to 1, 
nd three of the carriers achieved a ratio of less than 1 to 1 Out of every 


dollar it cost to operate Trans-Texas during the vear, the taxpayer was required 
»contribute 72 cents, plus a return on investment 








On a per pussenete basis, Trans-Texas had a breakeven need of S27.75 per 
passenger carried The average passenger journey represented an operating 
cost of SOS.61, but fe hich the passenger paid only S10.86, with the Govern 

wnt making up the ditlerence Mail-pay requirements for the other eight 

ers of t} group averaged but $14.76 per passenger, with the passenger 
S1Oo0 r | tri} 
1) rise Tie silbline } > iod Trans-VTexas was the lowest of a of the carriers 
terms of average daily passengers per plane mile 1.22) passenger load 
fact (20.11 percent) > and dail passengers per route mile (20.30) 
S < g j ¢ 4 ( Docket No. 3718 et al April 4. 1949 
Coast A / Docket N ‘966 et a June 29. 1949) VonarchChatlenger 
{ I) N 1 i) « ] el 1% roanyu 
I l | y ! ng tl | ti of feeds r ! unk service that I 
‘ t b ntribut ch d hey eat thi me toward the improvement 
acd ’ tter) he e ft) transfer of the remaining feeder towns to the 
1 mak ‘ nks self ficient and separate n rom the subsidized 
oy Adidres vw CAB Member J Lee, National Seminar tor Feeder Airlines, Uni 
fa how May 25, 195 
@ ; , ‘ tters whiel =e thats nant ered for planning purposes iy the Board) 
{ l ° per preferably voluntary, of service by trunk 
el t 2 nal 1 ts ( . * h eat l review of the necessity 





Address by CAR C1 n, D. W. Rentzel, Aviation Writers Association, Washington, D. ¢ 


\ \ ‘ Empire, Frontier, Piedmont, Pioneer, Robinson, Southwest, Trans-Texas 


\ venues fail » meet total operating expense 
d ft man ent. tl I € ‘ ed to make I 
tl \ lus re ma I ! nvestment 
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Thus if Trans-Texas warrants further extension, there will be few, if any, 
of the other local service carriers who will not deserve similar treatment 
Indeed, the Board has already tentatively committed itself, through the issu 
nnce of Show-cause orders, to the renewal of the certificates of Southwest, West 
Coust, Frontier, Piedmont, and Empire. Only in the instances of Trans-Texas 
and Wisconsin Central’? of the carriers so far considered, has the Board ex 
pressed even any preliminary reservations as to the wisdom of renewal, And 
as the action taken herein demonstrates, such reservations were obviously more 
upparent than real. 

On paper, these renewals will of course be limited to a turther period of fixed 
duration But there should be no blinking the fact that an extension for 
term of vears, regardless of how it is hedged about with language calling it an 
“experiment.” amounts to a permanent authorization. To insist otherwise is 
to ignore realities. Thus the Nation-wide short-haul air-route network wil 
become a fixture of our transportation system, 

Viewed in this perspective, L disagree with the decision in this case for fou 
reasons. ‘They are: 

1. The over-all plan of which this decision is a part does not constitute sound 
transportation policy. 

2. The development of a Nation-wide subsidized local service system is an 
abuse of the Board’s statutory powers. 

3. The majority's objective is inconsistent with sound principles of public 
utility regulation, 

t. Individually, the extension of ‘Trans-Texas is not supported by the facts 
of record. 

These points will be taken up in order in the following discussion 


4456 
UNITED STATES OF AMERICA, CIviIL AERONAUTICS BOARD 


WASHINGTON, D. C. 
Docket No. 2645 et al 
SouTH TEXAS SERVICE Cast 
Decided : July 25, 1950 


Trans-Texas Airways granted an additional route segment from the terminal 
point Mission-MeAllen-Edinburg via intermediate points Alice, Corpus Christi, 
and Beeville, and beyond Beeville the terminals San Antonio and Victoria. 

Appearances : 

Same as shown in the Examiner's report attached hereto, except for additional 
appearances entered at oral argument, as follows: 

John B. Connally for Trans-Texas Airways. 

Fred Pool tor the Alice Chamber of Commerce 

Brnest B. Miller for the City and Chamber of Commerce of Beeville. 

Frank BE. Williamson for the Corpus Christi Chamber of Commerce 

James R, Sloan for the City and Chamber of Commerce of Harlingen. 

G. IF’. Dohrn for the Mission Chamber of Commerce. 

Harold Vagtborg for the City of San Antonio and the San Antonio Chamber 
of Commerce. 

trvle Elliott for the Chamber of Commerce of Victoria. 


OPINION 


By ruk Boarp: 


This proceeding involves application of Val-Air Lines, Inc., and Trans-Texas 
Airways for certificate authority to operate between points in the lower Rio 


Grande Valley and San Antonio and Houston. Service to Alice as an inter 
mediate point was proposed by both applicants. Trans-Texas also proposed 
service on this route segment to Corpus Christi and Beeville. In addition, 


In the case of Wisconsin Central, the Board merely failed to issue a show-case ord 
proposing renewal, thus maintaining a neutral position 


84289—51 17 
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frans-Texas applied for a Laredo-Corpus Christi route via Alice The Board 
consolidated these applications for hearing and decision. Leave to intervene 
was granted to other air carriers, Postmaster General, and civie bodies concerned 
with the new route proposals \ public hearing was held before Examiner R. 
Vernon Radcliffe and an Examiner’s report served Following exceptions and 
briefs in support thereof, the Board heard oral argument. 


rhe Examiner’s report, which is attached hereto as an appendix, contains 
statement of the pertinent facts and a discussion of the arguments and con 


entions advanced by the parties to the proceeding On the basis of his analysis 


the proposals, the Examiner recommended that decision herein be deferred 
we reach decision in the Trans-Texas certificate renewal case Condi 

d upon an extension of the operating authority of Trans-Texas in that 
proceeding, the Examiner recommended that Trans-Texas be granted temporary 


thority for a new route extending from Mission-McAllen-Edinburg to Alice, 


Corpus Cl Beeville, and beyond Beeville to (a) San Antonio and (hb) 
Victori the Ey ner recommended denial of the application of Trans-Texas 
Li ed \ ce-Corpus Christ route. on the ground th it evidence of record 
ed to est sh the publie convenience and necessity for such an operation 
\pplications of \ \ vere recommended denin Chere was a further 
recommendatio or initiation of an investigation to determine whether the 
ithoriza f Easter nd/or Braniff to serve Corpus Christi or Brownsville 
should be suspended With the exception of matters covered hereinafter, the 
Board adopts the fa inl analysis and the recommended findings and conclusions 
Es ! in er wil re ect the OPOS: of the npplicants 
Che pr eeding whit Conc ed with th extel on ¢ Liit iod of Trans 


Texas’ certificate for route S2 is currently submitted to the Examiner for 
preparation of his report \ realistic appraisal of the size and complexity of 


the record in that proceeding and the procedural steps remaining before decision 


ould indica that a substantial period of time will be required before final 
determination of those issues can be made In the case at hand the proposal 
of Trans-Texas allegedly will result in substantial economies, which will reduce 
eed of Trans-Texas for mail pay If granted the authority sought herein, 
Prins-Texas has stated that it will reduce the present 2 daily round trip 
flights on its Brownsville-Eag Pass segment to one daily round trip. The 


ircratt treed \ that reduction in flight fre yuency will be utilized to operate 
one daily round trip over the new segment. The Brownsville-Eagle Pass segment 
of route S2 has historically carried very little traffic, and operations over the 
new segment from the Valley to San Antonio and Houston will produce a greater 
flic volume Phe mileage over the new route segment is less than that between 
Brownsville and Engle Pass In establishing service over the route Seginent 
recommended by the Examiner, Trans-Texas has estimated capital expenditures 
required as $4,000 to set up stations at the new points Alice and Corpus Christi.’ 


frans-Texas estimates that traffic during the first year of operation over the 


new route segment will average 7 passengers per plane mile, which would result 
in mail pay reductions approximately $8,000 per month Finally, since the 
operation over the new segment would be by way of a cut-off between present 
route points, presenting me rport, maintenance, or operational problems, Trans 
I’ s states d inaugurate service within 30 days from the date of 


iuthorizatior 

We do not whol vy adopt the contentions of Trans-Texas as to the traffic 
potential of the new segment or the extent of mail-pay savings to be realized 
We do, however, believe that the new segment will, after a developmental period, 
yield traffic revenues comparing favorably with the better segments of the car 


riers present oute It is probable that the certification of the new route 
segment w not result in any increased need of Trans-Texas for mail pay, 
and will more likely, even in the developmental period, reduce the earrier’s mail 
pay requirements Under su reumstances, and since final decision in the 
eertificate extension proces ding cannot be « Xpec ted for some months, we believe 
that there is no cause for deferring action on the pending proposals It is 
apparent that the operation of the route segment under consideration would not 
be feasible in itself It would serve a public need only as a part of Trans-Texas’ 
present route, but by acting now we can give the points in the lower Rio Grande 


Valley a more direct air service to cities with which they have their major 


rrans-Texas is currently serving Beeville intermediate point between Victoria 
San Antonio pursuant to exemption granted June 28, 1949, Order Serial No. E—2977 
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community of interest Alice, a fast-growing center in the south Texas area, 
will be afforded air carrier service for the first time In addition, an early 
inauguration of service should furnish some data cover 2 actual operations 
over this new segment, which can be considered, throu the stipulation of 


parties, in reaching our decision in the certificate extension proceeding, 
At the oral argument counsel for Trans-Texas, as well as the representatives 
ot many of the cities concerned, miade it clear that they desire no deferral of 


the decision in this proceeding and that our early action herein would in no way 
be construed as a predetermination of the issues in the certificate extension 
ease, We feel it appropriate to emphasize that the certificate extension pro 
ceeding is not now before us, and the record which exists in that proceeding will 
be separately considered on its merits. Our present action could not in any 
way constitute a prejudgment of the issues which are not yet before us. The 
authorization will coutinue only so long as ‘Trans-iexas retains authority to 
operate route SZ. Should it be our determination in the Certificate extensiot! 


proceeding that the route 82 operations of Trans-Texas should not be extended, 
then the authority over the new segment will also terminate, 

We will defer decision with respect to the Examiner's recommendation for 
initiation of an investigation to determine whether there should be suspension 
of the authority of Eastern or Braniff to Corpus Christi or Brownsville. Trans 
Texas excepted to the Examiner's failure to include in the recommended investi- 
gation the possible suspension of Branif€fs authority to serve Laredo. Again, 
Pan American also holds authority to serve Brownsville, Corpus Christi, and 
Houston, but without the right to carry local traffic between those points. It has 
been authorized to suspend service at Corpus Christi. It is possible that any 
investigation of the need for trunk-line service in this area should also include 
that carrier. However, the data currently before us through the regular reports 
of the carriers has not been fully analyzed, and we deem such analysis appro- 
priate to determine whether such an investigation should be instituted, and, 
if so, the scope of the investigation. We do not desire to delay the issuance of 
this decision and hence the start of operations by Trans-Texas by awaiting the 
results of the analyses. 

The current exemption order permitting Trans-Texas to serve Beeville as an 
intermediate point between San Antonio and Victoria will be unnecessary 
with the amended route authorization granted and our order will provide 
for termination of the exemption on the effective date of the certificate issued 
to Trans-Texas herein. 

Upon the basis of the foregoing considerations and all the facts of record we 
find: 

(1) That the public convenience and necessity require that the temporary 
certificate of public convenience and necessity hertofore issued to Trans-Texas 
Airways for route No. 82 amended so as to authorize the carrier to engage 
in air transportation with respect to persons, property, and mail between the 
terminal point Mission-MeAllen-Edinburg, Tex., the intermediate points Alice, 
Corpus Christi, and Beeville, Tex., and (a) beyond Beevile the terminal point 
San Antonio, Tex., and (b) beyond Beeville the terminal point Victoria, Tex., 
suid authorizations to continue in effect until final disposition by the Board of 
the Vrans-Teras Airways Certificate Renewal Proceeding, Docket No. 3720 
et al, provided, that if a certificate is issued in said proceeding extending the 
effectiveness of Trans-Texas’ other authorizations in whole or in part, the 
authorization for the segment granted herein shall continue in effect for the 
duration of such certificate ; 

(2) That Trans-Texas Airways is fit, willing, and able properly to perform 
the air transportation herein authorized and to conform to the provisions of the 
Act and the rules, regulations, and requirements of the Board thereunder : 

(3) That the applications of Trans-Texas Airways and Val-Air Lines, Ine., 
except to the extent granted herein, should be denied 

An appropriate order will be entered. 

Ryan, Acting Chairman, and Lee, Member of the Board, concurred in the 
above opinion Adams, Member, filed the attached dissenting opinion. Jones, 
Member, did not take part in the decision. 


ADAMS, MEMBER, DISSENTING: 


I dissent from the action of the majority authorizing additional service at this 
time by Trans-Texas Airways between the lower Rio Grande Valley and San 
Antonio and Houston. 


a 


Orders Serial No. E-3769, January 3, 1950. 
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By decision of July 20, 1950, from which TI also dissented, the Board authorized 

a UYO-mile route extension fe Prans-Texas to enable that carrier to provide serv 
ice to Pecos, Tex., a service conceded by the majority to be a marginal operation.” 
Now, five days later, the Board is adding another route extension, this time of 
17 certificated route miles rhe total of 545 miles thus authorized increases the 
certificated route milenge of Trat fexas by more than 25 percent, with the result 
that, except for Fronties Airlanes, it will be providing service over more route 
é thi i? ofher Teeder carrier now Lh operat hi This 545 route mile total, in 
either exceeds or approNnil es the sizes of the entire svstem of four of the 

af ‘ ! ~ 

These two faction have been taken in full face of the fact that a certificate 
enew proceeding for Trans-Texas is pending,” instituted by Board order * for 
the carrier to show cause why its operating authority should not be permitted to 
pst Further, by press release issued on May 15, 1949, the Board indicated 
ts poles th respect to feeder service in the Texas area It was stated that in 
view of the pendency of the Pioneer® and Trans-Texas certificate renewal pro 
ings, it was deferring its decision in the Service to Pecos, Texas, Case, in 


er to “have a better picture of the probable future air route pattern in the 


Texas area This public announcement was made ten days before the various 
ipplication herein were consolidated for hearing by Board order ° and two months 
before hearing even beg The parties were thus clearly on notice of the Board’s 
disinclination at that time to approve additional feeder service in Texas until 
uch time as the prospective nature and scope of local air transportation could 
ensonably be determined Now, more than 14 months later, at a time when all 
proce r steps short of Board decision have been completed in the Pioneer 
Renewal Case and when only a few months would be required for the examiner's 
eport, briefs to the Boat oral argument, and decision in the Trans-Texas 
Renewal Case, the Board suddenly adds 548 route miles to the system of Trans- 


The action in this case stands in sharp contrast also to that taken in the 
Monarch-Arizona Merger Case.’ In that ease the majority refused to permit 
Monarch Air Lines to activate that portion of Arizona Airways’ route between 
Phoenix and Yuma pending final disposition of a suspension proceeding involving 
his segment Here the Board deprived the publie of service for which a duly 
ssued certificate of public convenience and necessity had long been issued simply 
because of its desire to complete a Section 401 (h) suspension case just then 


nder way By contrast, the Board herein feels impelled to go so far as to 
iuthorize new service by Trans-Texas, requiring an amended certificate, despite 
he fact that the proceeding pla rits future operating authority in jeopardy is 


within G months of final decisior 


Reference is made in the majority opinion to the expectation that “the new 


seginent will tter a developmental! period vield trafic revenue Comparing favor 
ibly ith the hetter seements of the cnrrier'’s present route.” In the show cause 
der, instituting the 7 ns-Texas Renewal Case, the Board spoke of the entire 


first year of operations as constituting the developmental period for the carrier 





Certainly, in the six months more o | the Board's decision in the renewal 

se could be finalized, IT should not expect this new segment or the Pecoe service 
to change very much the picture established by the carrier in 1949, when its total 
I mail revenue on a revenue plane mile basis was considerably lower than all 





e other nine feeder carriers utilizing DC—3 equipment 
I can, however, despite all the protestations of both the majority of the Board 
id the parties to the contrary, see how strong arguments can now be set in 
notion to extend the certificate of Trans-Texas for a complete de velopmental 
> 


period of this now-enlarged and changed system Bv thus always changing the 
character of the experiment, the experiment could continue indefinitely, whether 


me? rious or not 
I have not yet reached personal conclusion on the issues presented in the 
Prans-Texas Renewal Case and ] not be able to do so until the record in the 
se is presented to the Board for decision Iam in favor of the feeder experi 


. SS. N. I O80 ed Ay t 49 
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ment. I wish to see it succeed. My actions over a long period of time have been 
directed and joined to that end. But IT cannot believe that actions of the sort 
taken in such haste within the last five duys by the majority of the Board, from 
Which I have dissented, Can make a sound contribution to the success of the 
experiment. They lend credence and give force to the criticisms which have bee! 
leveled at the Board for taking haphazard actions without reference to any 
studied over-all plan or without answering fundamental questions concerning the 
end to which we are moving by our individual decisions 
ls] RusseL__. B. ApDA) 


EXCEPTIONS OF THE Post OFFICE DEPARTMENT TO THE Report oF EXAMINI 
JAMES M. VERNER 


The Post Office Department excepts to the findings of facet and to the proposed 
Rep rt of the Examiner, served September 1D, 1950, in the following particulars 


EXCEPTION NO, 1 


The Examiner erred by failing to make the finding of fact requested by the 
Department, to wit , 
“The evidence of record i! this proceeding supports the contention of the 
Post Office Department that the extension or renewal of the temporary 
certificate of public convenience and necessity for Route No. S2 held | 
Trans-Texas Airways, Inc., is not required by the needs of the postal 
service 
for the reason that the exhibits and the testimony introduced by the Depart 
ment establish conclusively that the receipt and dispatch of air mail by means of 
the services of Tra s-Texas are not s iflic 1entiyv ¢ x pedited, when eon ared to the 
cost to the Government of said services, to warrant the extension or renewal of 
that carrier’s certificate upon the basis of the needs of the postal service 


EXCEPTION NO 


Che finding of the Examiner that 
: renewal of the certificate is required not only by the needs o 
commerce and national defense, but also by the needs of the postal Service 
unsupported by, and is contrary to, the weight of the evidence 
Wherefore, the Post Office Department respectfully requests that the Exam 
iner’s recommendation be rejected insofar as it relates to the renewal or exten 
sion of the certificate held by Trans-Texas Airways, Inc., for Route No, S82 bused 
upon the needs of the postal service, and that the Post Office be allowed to file 
Brief and be heard on oral argument before the Board in support hereof 
Respectfully submitted, 
s Lovuts J. Doyit 
Louis JJ. Dovle 
issistant Solicitor Post Office Department 


Quoted from rrans-Texas Certificate Renewal Case Served February 8, 1951 


JONES, MEMBER, DISSENTING: 


rhe real issue in this cause is not the stated issue, but it is implicit in this and 
other recent feederline decisions It is just as obvious as if the majority had 
been frank enough to state it. The real issue is whether there shall be estab 
lished two separate domestic air transport systems. One, to be made up of the 
so-called trunkline carriers, would serve only the larger, profitable communities, 
and would operate without Government financial assistance The other, an 
underlying local service system, would be made up of secondary short-haul o1 
local service airlines serving the smaller nonprofitable communities, and would 
be permanently subsidized with public funds 

It has become apparent that the Board is engaged in a planned development 
Whereby all air transportation service which does not produce Commercial reve 
nues sufficient to pay its own way is to be segregated into permanently subsi 


Show Cause Order Southwest Airways Co Docket Ne 5718. et a April 4. 1949 
West Coast Airlines. Inc Docket No 66, et al, June -y, 1949 Mo ! ( 


\irlines, Docket No, 4340 et al., February 17, 1950 
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dized units. Board actions in the feederline field, of which this decision is typi 
eal, as well as recent public statements of two members of the majority, leave 
no doubt that this objective is being actively pursued.’ 

In itself, the renewal of the certificate of Trans-Texas for an additional 3 years 
obviously will not accomplish the establishment of a Nation-wide secondary 
system. The importance of this decision results from the fact that, with the 
extension of Trans-Texas, the pattern is set. For it is in a sense the “least 
common denominator” of the short-haul carriers, and it thus becomes obvious 
that with possibly one or two minor exceptions, all other such carriers will receive 
the same treatment. 

A look at the figures will demonstrate at once why the Board, having extended 
Trans-Texas, is committed to the further authorization of all of the similarly 
situated local service carriers. For, when measured by results, Trans-Texas 
stands at or near the bottom of the list. 

At the end of fiscal 1950, there were nine local service carriers operating 
Similar (DC-3) equipment, and which had been in continuous operation for at 
east five full calendar quarters For the fiscal year Trans-Texas operated the 
most route miles of the entire group. It exceeded but three of the other carriers, 
however, in ton-miles of revenue traffic, and its mail-pay requirements were 
greater than all but two of the group, both of which performed substantially more 


The break-even need* of Trans-Texas for the year amounted to 2.56 times 
56 in mail pay for every dollar paid by the users of 
ts service, which was by a clear margin the worst ratio of the entire group. 


commercial revenues, or $2 
Ex ding Trans-Texas, the group as a whole had a break-even need of 1.26 
to 1, and three of the carriers achieved a ratio of less than 1 to 1. Out 
of every dollar it cost to operate Trans-Texas during the year, the taxpayer 
was required to contribute 72 cents, plus a return on investment. 

On u per-passenger basis, Trans-Texas had a break-even need of $27.75 per 
passenger carried. The average passenger journey represented an operating 
cost of $38.61, but for which the passenger paid only $10.86, with the Govern- 


ment making up the difference Mail-pay requirements for the other eight 
earriers of the group averaged but $14.76 per passenger, with the passenger 
paving $10.90 for his trip 

During the same period Trans-Texas was the lowest of all of the carriers in 
terms of average daily passengers per plane mile (4.22) ; passenger-load factor 
(20.11 ); and daily passengers per route mile (20.50) 


Thus if Trans-Texas warrants further extension, there will be few, if any, 
of the other local service carriers who will not deserve similar treatment. Indeed, 
he Board has already tentatively committed itself, through the issuance of 
show-cause orders, to the renewal of the certificates of Southwest, West Coast, 


Ky er, Piedmont, and Empire. Only in the instances of Trans-Texas and Wis 
’ Central ° of 1 carriers so far considered, has the Board expressed even 
any preliminary re tions as to the wisdom of renewa And as the action 
taken herein dem rates, such reservations were obviously more apparent 
than r¢ 
On paper, these renewals will, of course, be limited to a further period of 
x But there should be no blinking the fact that an extension for a 
ter ei egardless of how it is hedged about with language calling it an 
experinient,” amounts to a permanent authorization. To insist otherwise is to 
] ] ne ra ‘ trunk sery e tha I 
] ‘ ] it ‘ thie ‘ 
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Thus the Nation-wide short-haul air-route network will become 
a fixture of our transportation system. 
Viewed in this perspective, I disagree with the decision in this case for fou 
reasons. They are: 
1. The over-all plan of which this decision is a part does not constitute 
sound transportation policy. 
2. The development of a Nation-wide subsidized local service syst 
an abuse of the Board’s statutory powers. 
3. The majority’s objective is inconsistent with sound principles of public 
utility regulation. 
t. Individuaily, the extension ¢ Crans-Texas is not supported by the facts 
of record 
hese points will be taken up in order in the following discussion 


ignore realties 


De er 7, Colo., May 10, 1951 


scnato On W vomiting 


senate Office Building, Washington, D. ¢ 





My Drak Senator Hunr: I attempted to contact you by telephone yesterda 
iti im \ bsence talked brietly with M Lewis l ul I a Culler 
\ ratte I li WI ne be UN¢ tT the « me { he rings | i Senn Se rec 
( I ee « Sim beusil with respec oO the operatic ‘ mscheduled ait 
cu el 

Inasmuch as | understand that ir other dutie e prevented your a dit 
those hearings to any substantial degree, 1 thought that I would like to put 
before you some of our views for the benefit of your consideration in connection 
with the committee’s report Although I have not been present at the hearin 
I have read excerpts from time to tite of the testimony given by represet 
for the reas regular ca 1 
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regulations that are imposed upon scheduled air carriers We do not believe 
development of air transportation requires the injection of 
imp’ steamers into the business who may flit around at will, making their 
ports of cali any city that happens to offer the trafhc 
We believe it to be unfair competition that just any company that happens 
to come along be permitted to skim off the cream of the air transportation busi 


ss after the many years of struggle by pioneering carriers and many millions 
of dollars invested both by the stockholders and by the Government through 
he medium of air mail Compensation. Particularly is this unfair, in our view, 
er such irriers to establish and operate their so-called rregular service 
without being subject to all the restrictions under which the scheduled airlines 
naive developed 
3o. We know that a lot of the nonscheduled or irregular carriers have set forth 
that they are veterans who are entitled to a chance to participate in air trans 
portation There re veterans in all of the airline organizations to a very high 
degree In the case of Frontier Airlines, out of a total of 450 male employees, 


OS, or 62 percent, are veterans of World War II 


In summary, we do not believe that the large irregular carriers should be 
nsidered sn business insofar as air transportation is concerned The smal 

s phase of our industry, as outlined, we believe to be the small secondary 

eeder or local service airline True, the local service carriers are receiving air 

n pav but without a doubt a number of them, including Frontier, will have 

difficult task to even approach so-called commercial self-sufficiency because of 

the mparably sma ymount of business that is potentially available to them 

because of the ery nature of their operations and the sparsity of population in 

ms ‘ 

If irregular earriers are permitted to skim the cream from the air transport 

b ness I would sav th they uld become big business at the ¢ Xpense of 

ultin e comme! self-sufficiens of the pioneering scheduled air transport 

carriers who have struggled for 20 or 25 years to achieve their present position 


Which is still not commercially self-sufficient and is dependent upon the Govern 


I trust that vou may feel constrained to participate in the views that might he 


eXpre ed in the « I tte rep nd to ASSIST arious members of the com 
tee to See that the proopsatls of the lara rregular carriers do not truly 
repr ent st business as such 


FRONTIER AIRLINES, INC 
DoNALD A. DuFt 
Vice President, Traffic rnd Nales 


Arr TRANSPORT ASSOCTATION OF AMERICA, 
Washington, D.C... tpril 30, 1951 
Hon. JoHN J. SPARKMAN 
Select Committee on Small Business, 
United States Senate, Washinaton, D.C 

My Drar SENATOR SPARKMAN: It has been brought to the attention of our 
membership that the testimony presented to your conimittee in the hearings 
being conducted in connection with the Civil Aeronautics Board's regulation con 
erning irregular air carriers has contained certain statements which constitute 


either veiled or direct charges of unfair competition practices by the certificated 
rlines. It had not been our intention to presume upon the time of the com 
mittee in this inquiry which concerns the operations of a different and distinct 
groun of air Carriers We do not wish to do so now However. we do consider 
t proper to present certain facts to clarify the record For this reason we shall 
appreciate it if vou will have fl communication presented to your committee 
d incorporated in the offi ] reeord 
Wilitary t el 
Attention has been directed to the location of military traffic among carriers 
by the Departme nt of Defens A brief resume of the facets would seem to be 


Three vears ago the scheduled airlines, their postwar requirement program 


being we idvanced, approached the military agencies with the offer and ability 


to provide a substantial airlift for official military passenger traffic and were 
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subsequently asked to submit a tender of fares and allowances for such traffic 
for the fiscal vear 1950. This they did and, with the approval of the Civ 
Aeronautics Board, entered into an agreement with the military agencies covet! 
ing the transportation of this traffic In doing so they objected to the cor 


tinuance of the preferential railroad agreement which gave that form of tra 








portation a virtual monopoly of the business. In spite of that objectis the 
preferential agreement between the rail carriers and the n tary has been mail 
tained through fiscal years 1950 and 1951 However, it has been possible for the 
airlines to secure a reasonable portion of the traffic by demonstrating positive 
economies, and today scheduled air transport is being employed to a conside bole 
extent 

In addition present emergency conditions have created the need for schedule 
airline charter services to a substantial degree \t the request of the 
igencies the airlines’ trade association formed the Air Trathe Conference M 
tary Bureau for the sole purpose of servicing requests for military movement 

qd routing sueh traffic, it being specified by the military that such traftie be 
Dportlore mong thre several carriers on is equitable a basis as JOSS ble 
kor the benetit of the militarv agencies the Conference Military Bureau m 

ns a small routine office in the Pentagon Che railroads have init ed 
fices of this type in the headquarters of the Transportation Corps and othe 
for many veurs Such industry service groups are only established at the reque 
of, an or the benefit of, the military agencies, for purposes of prompt a eft 
ient handling and routing of official military tra fi 

Under its current agreement with the military agencies the scheduled 

ow a 1O percent discount from regular fares for all passenger traffic oving 
in scheduled service As a consideration for such allowance, the military gel 
cies are under an obligation to tender traffie which is suited to accommodation 
by airline charter services at published tariff rates If such traffic exceeds the 
ability of the scheduled airlines to handle, the militarv agencies nre then free 
secure such other carriage as they desire The wide extent to which such charter 
services hive beet emploved has amply demonstrated the economy nd efficiens 
of those services 

Contrary to any impressior that mav have bee ously f vitl ‘ 
peration of chiurte services for the military does not involve wu 
backhauls All charter price ire based on mileage rates for l | ‘ 

nh empty one, so that empty or ferry mileage is me ‘ ‘ t } 
ompensated tor in the total price for the charte | dition, the Conte a 
Military Burea by careful routing of equipment and 1 ching tury} ‘ 
ments going in both directions, has been able to reduce ¢ } back ‘ é 
in absolute nimi hus producing substant sivings to the m el 
There appear o be oO reasol hv the irreg carriers « ( ! 
services in thre ‘ \ \ 

We she cl yx t out ft] t the smaller of the sche led é @ } 
the military charter business, more t n 60 percent of the passeng reve 
ue secured by the Conference Military Bureau h ng accrued to the 

The nonscheduled iin ¢ rriers ive been give thoritv bv the ¢ Ye 
nautics fonrd to bid for official military trave on a contract or charte basis 
In the instance referre to before vont or fee } Nin \) Hence ‘ 
‘onference Military Bureau wa requested to Did tor the tau is USTla It su 
nitted a bid which was accepted it can be expected that the competition |} 
vor he ertificated airlines and the nonscheduled airlines for militar DIS 
ness will be keen as has been the competition between airlines and railroads 
There are established procedures to hidd ng for this bu ness, bids being base 
on published tariffs, and these procedures will be followed We would be ve 
happy to have any of the members of the committee « staff visit our Pentagor 
office at any time to review our methods of operatio 
Nate regulations 

It would appear from the record that the impressior as been left with thr 
ommittee that the safety regulations apply to both scheduled a nol 
scheduled operations is is not true Attached is a memorandum pointing « 
the maior differences between certificated airline regulations and the regu 
tions applicable to the interstate irregular operations. From this it is clear tl 
the safety regulations applicable to the scheduled airlines are more severe an 
restrictive, and involve greater expenditures, than those imposed on nonsched 


led or contract operations, 
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Traffic control 

It has been stated that the scheduled airlines in 1947 maintained a flight cap 
tain in the LaGuardia tower to supervise landing instructions and that the 
control tower there refused to acknowledge calls from nonscheduled earriers for 
landing instructions. This is entirely incorrect. At no time were there any 
airline personnel stationed in the control tower to supervise landings or the 
order of landing. Furthermore, there is no instance on record or to our knowl 
edge which couid be used to substantiate a charge against the LaGuardia tower 
of discrimination between users or of preferential treatment of one user to the 
detriment of the other. The only exception to this is in the case of an emer 
gency or nonroutine situation requiring immediate action, in which case the air 
eraft in difficulty is landed within the shortest possible time. 

It is possible that reference was being made to the full-time assignment of 
Mrs. 8S. P. Saint, director of air navigation-traffie control for the Air Transport 
Association, to the New York area in the latter part of 1947 and until April 1, 
1948, to work with the CAA in developing certain modifications of the control 
system at LaGuardia with the objective of increasing the instrument capacity 
of the New York area. Mr. Saint’s assignment was technical; it definitely was 
not supervisory 

The scheduled airlines have spent approximately $200,000 toward the improve 
ment of the air traffic control system in the New York area. These improve- 
ments redounded to the benefit not only of the scheduled airlines but of all 
users of the air space, including the irregular air Carriers 

Che situation which prompted the assignment of Mr. Saint to the New York 
project and which dictated the wisdom of spending the sum indicated, involved 
numerous cancellations during 1946 and 1947 of schedules into the New York 
rea due solely to excessive air traffic control delays An analysis of a 3-month 
period, December 1946 through February 1947, showed that S87 percent of all 
tirline schedules operating during instrument weather were either delayed 


or canceled due to air traffic congestion In other words, seven out of every 
eight airline flights were either delayed or canceled due solely to excessive 
traffic control delays As a result of the airlines’ and Mr. Saint’s ¢fforts 

d ¢ the summer and fall of 1947, and further improvements which were 
ade in 1948S S situntion was most reversed During the corresponding 3 
mith t od 1 vear atel 9 percent of it aircratt whtars and civil lnnded 
luring instrument weather with no delay. Only 21 percent, as compared 
to ST percent a year earlier, encountered any delay whatever. Of the flights 
incels r delayed in the winter of 1946-47, 3.S77 flights had to be canceled 

\ nab dat LaGuard due solely to trafhe congestion During 

he corresponding period 1 year later not one single flight had to be canceled 


because of air tratiic delays 


rh elual ble record wi not achieved by prohibiting the use of the 
LaGuardia Airport or the New York traffic-control system to any aireraft, either 
e, nonscheduled, o1 tary The only restrictions imposed on operations 

Were e imposed | the scheduled airlines on themselves In this instance, 
» scheduled airlines serving the New York area, at considerable expense, volun 


vy shifted their schedules so that from a practical standpoint, all north-south 


perations were operated from LaGuardia, with a majority of the east-west 


s being operated from Newark, thus eliminating the complication of 
nterla g and cross-over of flight paths, which, at that time, seriously compli 
d the air-traffie-control job. The airlines, furthermore, voluntarily pegged 
he ma m operations which the scheduled industry as a whole conducted at 
LaGuardia to 15 arriving aircraft and 12 departing aircraft per hour. No such 
schedule limitation was posed on any other operation No other operator was 
required to expend funds or devote personnel to the solution of the trathc-conges 
problems which were Common to all of them 
f ; ; } f 7 f f 


(An article contained in the March issue of the Cosmopolitan magazine entitled 
Don't Fly the Unscheduled Air Lines” has been referred to frequently during 
the hearings. with the inference that the publication of the article was inspired 


by the certificated airlines Since this article was brought to our attention we 
have miude efforts to determine the origin of the article We can tind no evidence 
that any airline had any connection with the preparation or publication of the 
irticle In addition, we @an state positively that the Air Transport Association 
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If we can furnish any additional information, we would be glad to do so. In 
order to identify the membership of the Air Transport Association, a list of the 
members is attached which shows the number and type of aircraft operated by 
each, 

Very sincerely yours, 
BE. S. Lanp, 
President, Air Transport Association of America 


OCTOBER 20, 1949 


MAJOR DIFFERENCES BETWEEN THE CERTIFICATED DOMESTIC AIRLINE REGULATIONS 
(Pris. 40 anv 61) AND TH LEGULATIOS APPLICABLE TO THE INTERSTATE IRREGULAR 
AND CONTRACT OPERATORS (Pts. 42 ANbD 45) 


1. The certificated airlines must make careful surveys of a new route before 
operating it, and demonstrate to the satisfaction of the Administrator ability 
to conduct a safe operation over the entire route. The irregular and contract 
operators do not (sees. 40.7, 40.26, 40.29, 40.36, 40.39, 40.46, 40.49, and 40.102) 

2. Each airport a certificated carrier uses must be individually examined 
approved by CAA inspectors. This is not true of the nonscheduled and contract 
operators (secs. 40.27, 40.28, 40.30, 40.37, 40.58, 40.40, 40.47, 40.48, and 40.50) 








3. Each certificated airline must have its own radio Colmunications network, 
The irregular and contract operators need not meet this requirement secs 
f0.51, 40.41, and 50.51 

! Wenther reportin Se es mu De il lable ‘ they ite ¢ i ¢ Cites 
operator This is not the case with the ouscheduled or contract operators 
(secs, 40.32, 40.42. and 40.52). 

o>. The certificated airlines must qualify each of their first pilots over the 
outes which he will tly. Such qualifications include a thorough knowledge 
of all of the instrument approach procedures, the terrain, obstructions, con- 
gested areas, and the physical lay-out of the airports and approaches at each 
regular, provisional, refueling and alternate air] I so) include crow] 
edge of e na tien fucilitic communhicatic ‘ l mii ft 
tli evels, Positiol porting point holding procedu d thi 
eontro procedures Tor euch route tlowt Ele i ed ur \ the 

mite Deron Ving passengers il ranspor nh oO ite rhe 
irregular and contract irmers re not required 

ecs, 40S fO.02, and 40.074 

6. Ear st pilot o schedule e! l ill 
eations every year by one flight over the route else requalifs ccordanct 
with the original route qualification procedures (ss GOL.11i4 

7. No seheduled airline aircraft ma lepart \ | pproy 
patcher cert ] v the CAA Phey SsSist the | moat Ving up e flight 
plans, supe t ding of th ii! ft. and « | ! SSury 
nforbigth . l he all Phy eg I l ( | ‘ 

t requ d to matintai i dispatching orgat tio! Ss. 40.80, 40.094, 40.09 
61.151—61 am 6¢ 11, 61.192. 61.194, 61.196—601.198 a 61.25 
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1) s rJ \\ BASTIAN Of HE UN! > STATES DistRiIcT COURT FOR 
I 1) ( ( ( i \ 
| ‘ States Dist ( t f ‘ MISTI ‘ Colun Ame ean Air T! 
11 ‘ "In ffs ( \¢ ! { Li ( Defendants 
( \ N 2 | 
Mi \D c 
| nf | 0 he defendant mot { miss or fe 
] iri¢ ell plaimmtiiis at for preliminars Wrectie 
ff n to se he e f ‘ hie g. During the argume1 
eve 1) rie ere n ib il mutters t fev Vo ed rhe t W 
gre | side } the Court might treat plaintiff motion as one for 
! en e end tl ‘ se migl he t peedy cone 14 | 
i ( l jp be taken by either party, the Court of Appeals { 
"\ iy I ! oO rende fing udgment of afiirmance or tinal judgment i 
eversal 
The Court will g t plaintiffs’ motion for a summary judgment on the ground 
tl e re ion complained of was entered without h a hearing as is ' 
Hecessary nder the Administrative Procedure Act or, for that matter, unde! 
the Civ Aeronautics Act of 1938, as amended 
Without going into a statement of the facts, which, as above stated, are 
ndisputed, it uld appear that plaintiffs have substantial investments, serious : 
I inal « I ments, and have deve oped tluable business and good wil 
all of which will be jeopardized unless the regulation is voided by the Court 
The Court believes that the defendant Board was proceeding properly by 
reg tion of Ma 40. 1940. whereir t was provided that no large rreguial 
‘ rie! these in e plaintiffs) could engage in nonscheduled or irregula 
peratior after June 20, 1240, unless by that date the carrier filed with the 
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Board an application for exemption. This regulation of May 20, 1949, provided 
i that the carrier, upon filing such application, might continue to operate pending 
a hearing. 

As a matter of fact, plaintiffs seasonably filed such applications, forma 
notices for hearing were set, and hearings before an Examiner on the applica 
tions were completed but no decision has vet been issued While these applica 


tions were pending, the order complained of (Economic Regulations, Amend 
ment 1 to Part 201, Serial No. ER-159) was announced, without a proper notice 
of hearing and opportunity to present evidence and argument. The position 
taken by the Board is one which would hack away at the Administrative Pro 
cedure Act 

It may be noted that no question of public safety is involved in the instant 
ase 

There is nothing in the ruling of Judge Holtzoff in the cause of Arrow Airivays 
[ne et al \ Civil Aeronautics Board (Civil Action Ne foe yh) Vhich is at 
variance With the Court's ruling in this case 


Fhe Court will, therefore, on appropriate notice, sign findings of fact, « 
clusions of law and judgment granting summary judgment in favor I 
plaintiffs 

BASTIAN J 
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